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FOREWORD 


On May 24, 1951, the President recommended the Mutual Security 
Program to the Congress “‘as another vital step along the road to 
real security and lasting peace.” So that the Congress can have 
before it basic data on the proposal as well as the draft bill prepared 
by the executive branch which would implement the President’s 
proposal, the House Committee on Foreign Affairs and the Senate 
Committee on Foreign Relations are eultidien the material which 
follows. This document has been prepared by the executive branch 
of the Government and its publication by the two committees does 
not in any way constitute approval of the material or the proposal 
which will be considered by the Congress in due course. 
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THE MUTUAL SECURITY PROGRAM FOR FISCAL 
YEAR 1952 


Tue Ossect AND Scope or THE Mutua Security ProGrRam 
INTRODUCTION 


The United States and the rest of the free world are faced with the 
fact of Communist aggression and subversion. The danger confront- 
ing us is great and immediate. It jeopardizes the security of free 
nations. It has demanded prompt and effective action by the United 
States, which has taken three principal forms: 

(a) To build up our own military strength; 

(b) To organize our productive might so that it will serve our 
security interests; 

(c) To strengthen the will and the capacity of our associates in 
the free world to do the things required of them in pursuit of the 
security interests that we have in common with them. 

The first of these tasks is under way and funds have been requested to 
enable the Department of Defense to hasten the rebuilding of our 
armed strength. ‘The second of these tasks falls to the American pro- 
ductive economy—its industries, its farmers, its workers—guided and 
helped by the defense mobilization agencies. The Mutual Security 
Program described herein is designed to further the accomplishment 
of the.third of these tasks. 

That program embodies proposals for military and economic assist- 
ance to our associates in the free world that will enable them most 
effectively to make their respective contributions to the common 
effort. In it, there are combined substantially all of the measures 
of assistance to foreign countries that are envisaged for fiscal year 
1952. All of them relate directly and forcibly to the advancement of 
the mutual security of free nations. All of them are necessary for the 
achievement of security. 

The proposals linked together in the Mutual Security Program are 
part of our total national security program. National security, 
however, has aspects which need special emphasis at the present time: 

(a) Our security is inseparable from the security of the free 
world within which we are the strongest member and should 
exert commensurate leadership; 

(6) Security requires not only armed forces and weapons and 
the capacity to produce weapons, but also economic strength and 
stability. 

For these reasons the program embodies proposals of economic aid to 
help build or maintain economic stability, aid to make possible ex- 
panding production of food and basic materials, and technical assist- 
ance to economically underdeveloped countries. 
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2 THE MUTUAL SECURITY PROGRAM FOR 1952 


The preservation of our national security and the security of the 
free world is a priceless objective. With the kind of aid being proposed 
we will move forward rapidly toward a situation where we should be 
reasonably sure that aggression will not take place. The need for 
our assistance should taper off as this situation is reached. The rapid 
creation of military strength in the free world and increasing produc- 
tivity abroad should permit, within a few years, the further mainte- 
nance of the forces and development of the economies of most of 
~ areas of the free world without further grant aid from the United 

tates. 


SCOPE OF THE MUTUAL SECURITY PROGRAM PROPOSALS 


The proposals for assistance to other countries are shown in the 
table below: 
Mutual security program, 1952 


Economic Military 
WG... hac tiie ieee sn hn oan Ree eae 1 $1, 675, 000, 000 1 $5, 293, 000, 000 
Wear East and Northern AGIOS. ;......ci sk eck sede rinks 125, 000, 000 415, 000, 000 
MRE ww dis ike oka hiao nd anianngs ok nacbain aan ena asiinaae keel 375, 000, 000 555, 000, 000 
LAGER AMTMB eosin sc cccdceotes nas maditiae tabs douks be camaneine 22, 000, 000 40, 000, 000 
POUR hin eae ckaedld canine sch ee ane deen deen 2, 197, 000, 000 6, 303, 000, 000 


1 Includes administrative expense. 


The components of the program presented above are: 

(a) Direct defense assistance, to provide military goods and 
training and technical services to countries that need them and 
can use them in the defense of freedom; 

(6) Economic assistance in the form of resources needed for 
the support of adequate defense efforts and to help maintain 
—_ economic strength in areas vital to the security of the 
ree world; 

(c) Technical assistance and in some cases relatively small 
amounts of developmental grant aid to economically underdevel- 
oped countries to help them increase the effectiveness of their 
ae and thus make them stronger members of the free 
world; 

(7) Contributions to further the technical cooperation programs 
of the United Nations including its specialized agencies and the 
Organization of American States, in the amount of $13 million; 

(e) Funds to be contributed to special United Nations programs 
for reintegration of Arab refugees in the Near East, in the 
amount of $50 million, and for reconstruction in Korea in the 
amount of $112.5 million (which with $50 million authorized 
and appropriated in the fiscal year 1951 and not utilized will 
meet the United States share of this program). 

For the foregoing purposes, the Congress of the United States is 
asked to authorize, for the fiscal year 1952, the appropriation of 
$6,303 million for military aid and $2,197 million for economic aid. 
Each of these sums includes an apportionment of the administrative 
expenses of the program. 

Although not technically a part of the unitary request for funds 
for the Mutual Security Program, there is simultaneously being asked 
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of the Congress that the lending authority of the Export-Import 
Bank be increased by $1 billion so that the Bank can expand its loans 
for projects contributing to total strength in the free world. 


RELATIONSHIP TO PRESENT AND PAST PROGRAMS 


The mutual security program has many parts and many kinds of 
specific activity. It has nevertheless a unifying purpose which makes 
of these diverse parts a coordinated whole. Its purpose is to enable 
the free world to stand secure against the present danger. Each 
part of it is designed to serve this purpose. 

The individual components of the total program are not them- 
selves wholly new. In the Mutual Defense Assistance Program we 
began the job of providing military aid to countries that are partners 
with us in a common defense effort. In the European Recovery 
Program we have, since 1948, been helping Europe to reestablish 
economic stability and rebuild its productive power. These are 
essential prerequisites of an adequate European defense effort and 
Marshall plan techniques are being adapted to serve the new defense 
purposes. Under the International Development Act, we are already 
furnishing “‘know-how’”’ so that economically underdeveloped countries 
can help themselves to make economic progress and to become effec- 
tive and strong. We have been contributing to similar technical 
assistance programs carried on by the United Nations and the Organi- 
zation of American States. 

Not only does the Mutual Security Program include and continue 
whatever in these going programs is applicable to the conditions we 
now face; it also takes into account the lending capacities and the 
probable programs of the International Bank for Reconstruction and 
Development and the Export-Import Bank, and such private invest- 
ment activity as is likely to take place in the face of present world 
tensiohs. 

Thus, there is an essential continuity in our plans and efforts. The 
Mutual Security Program now brings together all of these present efforts 
and directs them to the overriding end of building free world strength 

ainst Soviet tyranny; it adapts them so as to deal flexibly and 
effectively with the present danger; and it enables them to be more 
clearly understood and more effective. 


THE NATURE OF THE PRESENT DANGER 


It is not necessary to review in detail the course of events by which 
hopes and expectations entertained at the end of World War II have 
turned to disillusionment, or to recapitulate all of the steps by which 
the world has passed in the last 6 years from the promise of peace to 
the threat of war. Throughout those years it was evident that the 
Soviet Union was bent on extending its area of domination. Re- 
peatedly probings and stabbings were made, testing whether the free 
countries of the world were ready or willing to resist this disposition 
to penetrate, to conquer, and to subject. The pattern of Communist 
efforts ranged from the blockade of Berlin to inspired insurrections in 
Malaya and the Philippines and to full-scale hostilities in Greece and 
Indochina. 








| 
| 
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On June 25, 1950, the Soviet satellite, North Korea, invaded, with- 
out warning, the territory of the Republic of Korea. Overt aggression 
had occurred. The reaction of the free nations was prompt. The 
forces of the United Nations were deployed to oppose the invadin 
forces. The challenge that armed aggression might go unoppo 
was met. 

Since the invasion of Korea and particularly since Communist 
China chose to commit its forces against the United Nations, the free 
nations have had to govern their course of action by a clear recog- 
nition of the possibility of total war which might result from the 
Kremlin’s resort to piecemeal armed aggressions. In the presence of 
such a threat to freedom and peace, vigorous security and defense 
efforts are needed and resolute support of these efforts by all is re- 
quired. The effectiveness of the United Nations as a collective 
security organization must be strengthened. The resources of the 
free world must be mobilized. The determination of the peoples of 
the free world to carry on their security effort until adequate defensive 
strength has been achieved must be firm. 

The free nations must coldly assess the actual force that is alined 
against them. It is a massive military machine comprising in the 
west over 200 mobilized divisions with good weapons and with good 
and improving air and naval support; and comprising in the east 
over 5,000,000 men under arms. Communism has at its disposal also 
a well-organized and demonstrably effective apparatus for promoting 
internal disturbance, for weakening morale, and for impeding economic 
recovery and progress in free countries. 

To meet this formidable force and to nullify its power to further 
Soviet ambitions for the conquest of the world, the free nations need 
to organize their vast potential strength and to develop it into actual 
strength. There is little time for this to be done; but there is enough 
time if all the free peoples work together with unanimous purpose and 
resolute speed. To do it, however, the free nations must face and 
overcome certain major problems confronting them. These problems 
can be identified and discussed under the headings: ‘‘Raising of forces’’; 
“Production for defense’; ‘‘Economic development”; and ‘‘Morale.”’ 


THE RAISING OF FORCES 


The presently activated military strength of the United States and 
the other nations of the free world is but a slowly increasing fraction 
of their potential strength. The land forces available to the free 
nations are inferior in numbers to the total land forces under Soviet 
direction. This disparity in land strength has heretofore been offset 
by other factors, most significantly by United States possession of 
atomic weapons. 

The Soviets, however, have now succeeded in producing an atomic 
explosion and have apparently obtained by espionage some detailed 
knowledge of our atomic developments. As time moves on, the 
previous balance of military strength will be dangerously tipped against 
the free world unless free nations quickly build total strength. They 
can no longer rely upon qualitative superiority in certain categories 
of weapons. They must mobilize all the components of military 
strength and in particular must organize and equip land forces capable 
of protecting their resources against invasion and capture. 
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The need is not merely for the enlistment and conscription of men. 
Mobilization of forces involves economic drains and burdens that 
many of our associates cannot support unaided but that we can help 
them to support. Moreover, the need is for the creation of effective 
forces, which means forces equipped with adequate weapons and 
trained in the use of those weapons. The Mutual Security Program 
proposes to help by the provision of both weapons and training. 
The forces aspect of the problem, insofar as it involves weapons, 
merges into the production aspect. 


PRODUCTION. FOR DEFENSE 


Military strength cannot be created overnight. Armed forces re- 
quire great quantities of complicated and expensive equipment. The 
roduction of this equipment requires materials, tools, and manu- 
acturing facilities which must be provided by expansion and by 
diversion from peaceful uses. It takes months and sometimes years 
before production plans can be translated into quantities of finished 
tanks, planes, and other weapons. 

Sheer quantity of output is not enough. It is necessary to produce 
the right kinds of weapons, in the — proportions, of the right ma- 
terials and specifications, in the places and with the production 
facilities most suitable—and all this in relation to carefully worked out 
and time-phased plans for the recruitment and training of forces. 

This is an intricate production problem. The object is to make the 
best possible use of the combined resources of all the free nations. 
The industrial production capacity of the free world outside the 
United States is largely concentrated in Western Europe. This 
European productive power is not in itself adequate to insure the 
needed measure of strength in Europe and in any case there are ob- 
stacles to its effective employment. 

Oné of the obstacles is the need for imported industrial raw ma- 
terials. Additionally, there is the fact that the Western European 
countries are existing on a narrow economic margin. They are just 
recovering from the ravages of a past global war. They still lack 
economic flexibility and certain key components of productive 
capacity. Upon their newly recovering economies has been placed 
the oid burden of creating large military forces. Unaided, they 
cannot deliver the great surge of effort required for rearmament in the 
present danger. ‘They will be able to make their potential strength 
actual on the urgent basis needed only if we help them to meet their 
key deficiencies. 

ECONOMIC DEVELOPMENT 


Charts I and IT portray graphically the extent of interdependence, 
within the community of free nations, between the United States and 
the highly industrialized countries of Western Europe on the one hand, 
and the economically underdeveloped areas on the other. 

The term ‘economically underdeveloped areas’’ applies to those 
free countries in Asia, Africa, and Latin America which are character- 
ized by low standards of living, low per capita incomes, low standards 
of literacy, poor conditions of sanitation and health, and high death 
rates. They are still relatively untouched by the scientific and 
technological advances which have occurred in the United States and 
Western Europe in the last century and a half. 
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Yet these countries constitute in terms of population and land area 
the largest part of the free world, with nearly half of the total popula- 
tion of the world and 70 percent of the population of the free world. 
They contain a large part of the world’s natural resources. In them 
are found all of the world’s natural rubber, all of its jute, two-thirds of 
its proved oil reserves, most of its tin, manganese, quinine, and many 
other strategic materials. 

At the same time these vast resources form a base upon which, 
with technical help and some financial help from the more advanced 
countries, these underdeveloped countries can build strength within 
themselves. 

The economically underdeveloped areas are highly susceptible to 
Communist propaganda and subversion which exploits discontent over 
prevailing low standards of living. Failure in these countries to show 
economic progress, and the inability of free governments to find some 
way to start building an effective and dynamic structure, at best 
saps the resolution of these countries to protect their freedom, and 
in some instances threatens to destroy the very foundations of national 
unity. 

Therefore, the effective development of strength in the free world 
requires that the economically more advanced members of that 
community of nations provide technical and economic cooperation 
to help the relatively underdeveloped members to make needed 
advances in the basic fields of agriculture, education, health, and 
transport. 

Technical assistance involves primarily the provision of personal 
services of competent personnel to help meet the scarcity of trained 
administrators and technicians in these countries, and to assist the 

overnments and people to do for themselves the things that need to 
edone. It is the export of “know-how” from the technically ad- 
vanced to the less advanced countries. 

It is not enough, however, merely to demonstrate to underdeveloped 
countries how to improve public services and how to use more modern 
methods of agricultural and other production. To be really beneficial, 
the knowledge thus gained has to be translated into daily practice 
in these countries. Nearly all of the basic resources, financing, and 
efforts for this purpose have to come from the underdeveloped coun- 
tries themselves, supplemented by their ability to borrow foreign 
capital. Some of the needed equipment and supplies, however, can 
come only from abroad, and the part of these items needed to give 
initial impetus must in many cases be provided on a grant basis in 
order to be useful in the immediate future. 


MORALE 


Genuine strength involves not merely armed forces, military 
equipment, industrial production, and raw materials. It involves 
even more importantly a sense of common interest in mutual security. 
Strength and determination to pursue this common interest must be 
built upon realistic hope that the protection of freedom will bring 
in its train the opportunity and the fact of progress. The community 
of free nations must be convinced that strength once built will be 
used to create conditions in which free people can satisfy their hunger 
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for social improvement, for economic progress, for the preservation 
and enrichment of cultural values. 

The dictators in the Kremlin, from the inception of their planning 
for the conquest of the world, have recognized the importance of 
morale. On the one hand they have tried to build among their own 
subjects a fanatical devotion to their spurious goals. On the other 
hand they have used every tactic to destroy morale and to wreck 
economic progress in countries not under their sway. To a large 
extent the problem of morale can be overcome in the Soviet system 
by sheer force. The dictators of that police regime can issue ruthless 
orders and expect results even though millions of people suffer un- 
willingly as a result. In the free nations, however, major efforts 
must rest solidly upon the basis of genuine and sustained public under- 
standing and support. Mere coordinated planning, national or inter- 
national, is not enough. The peoples themselves must understand 
what needs to be done and must be morally prepared to do it. 

The free nations are moving ahead with the job of creating strength 
individually and collectively. Not only are the energies and re- 
sources of each of the free nations being brought to bear but through 
the various international organizations their efforts are mobilized. 
Thus through the United Nations and through the North Atlantic 
Treaty, the Rio Treaty, and other collective security arrangements, 
the morale of the free nations is reinforced by the unity which is 
strength and by the encouragement of visible progress toward com- 
mon goals. 

Strength begets strength; and accomplishment now will strengthen 
the conviction of free peoples that they can build within their great 
community the power to repel present threats and to work effectively 
toward the fulfillment of their basic aspirations. 


ECONOMIC IMPACT OF THE PROGRAM ON THE UNITED STATES ECONOMY 


The impact on the United States economy of these proposals for 
foreign assistance cannot meaningfully be identified separately from 
the impact of the entire United States security program of which the 
Mutual Security Program and our own national defense program are 
only parts. There is no simple evaluation of what is the impact on 
our economy of one part as distinct from the impact of the other 

arts. 
. It is clear that resources will be strained by this total effort, that 
shortages will develop, and that serious problems of stabilization 
will arise. 

It is equally clear, however, that the security job can be done. 
The burden that will be placed upon the American economy is one 
that can be sustained or even greatly increased if that should become 
necessary. 

It is important to bear in mind that this program is a program for 
mutual security. Our contributions to other countries have as their 
purpose to enable those other countries to do those parts of the total 
security task which we could not do alone in any case. The purpose 
is, for example, to take advantage of the considerable potential 
defense production that exists or can be created in Europe. Failure 
of the European countries and ourselves to take such advantage would 
appreciably increase the burden of defense on our own military pro- 
duction and our own economy. 
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CONCLUSION 


The Mutual Security Program proposed herein has been calculated 
in size, scope, and direction to be that best suited to further the na- 
tional security of the United States during the fiscal year 1952. 

It, with the program for the build-up of our own forces, should be 
considered an effort made necessary by the urgent and critical situation 
which confronts the United States and with it the free world. 

It is based on these simple positive points: 

(a) The best hope of preventing another world war lies in 
making ourselves and our friends strong. 

(b) To do this requires the intelligent development and utiliza- 
tion of the resources of the entire free world through international 
cooperation. 

(c) The strength which will come from the collective efforts of 
free countries will far exceed the strengths of the separate national 
components. 

It follows the difficult but only feasible course of building by mutual 
and cooperative effort the strength to deter aggression or defeat it and 
rejects the clearly unthinkable alternatives of either abandoning the 
rest of the world to communism or attempting to defend it by our own 
efforts alone. 

IZUROPE 


THE PROBLEM 
The region 

Free Europe is vita] to United States security. It*contains one of 
the greatest pools of skilled labor in the world. Its industrial ca- 
pacity is second only to our own. Its military potential is a cardinal 
factor in building the free world strength to deter Soviet aggression. 
Developments in Western Europe have direct and far-reaching politi- 
cal, military, and economic repercussions in Africa, the Near East, 
the Far East, and Latin America. The United States cannot be 
secure if Western Europe is insecure. A weak Europe is an invita- 
tion to Soviet aggression. Such aggression, if successful, would re- 
sult in Soviet domination of the world’s second most important indus- 
trial base, would open the rest of the Eastern Hemisphere to Soviet 
absorption and would thus aline the bulk of the world’s manpower 
and material resources against the Western Hemisphere. A Europe 
united in purpose, and economically, spiritually, and militarily strong, 
can serve as a strong deterrent to aggression anywhere. 

United States objectives in Europe.—The Soviet intentions to engulf 
free Europe are plain. Hence, our primary objective there is to en- 
courage and assist the European peoples and governments to develop 
and maintain the strength and the will to resist external threats and 
internal subversion. The individual strength of each nation is not in 
itself sufficient to create the kind of total power—political, economic 
military, and moral—required. Hence we seek the development of 
greater cooperation among the free nations of Europe, directed toward 
achieving unity of purpose, mutuality of action, and thestrength which 
springs from common endeavor. 

In pursuit of this objective we seek to create, under the North 
Atlantic Treaty (NAT), balanced collective military forces which will 
(a) serve as a strong deterrent to further Soviet or Soviet-satellite 
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aggression, and (6) if the deterrent fails, be capable of successfull 
resisting invasion until the free world can mobilize and apply the f 
strength needed for victory. 

The forces currently being raised and equipped through the mutual] 
efforts of the United States and its allies in the North Atlantic Treaty 
organization (NATO) are based on an integrated plan for the defense 
of the NAT area. There is reasonable assurance that within a very 
few years the primary military objective in the North Atlantic area 
will be attained. Outside the NAT area, it is our purpose to assist 
other independent European nations, such as Greece and Turkey, to 
develop and maintain strength to discourage direct or indirect Soviet 
or Soviet-satellite aggression or to resist such aggression if it should 
occur. 

A corollary objective to the attainment of military strength is, 
through maximum European effort, aided when essential by the 
United States, to maintain and increase economic strength. Thereby 
Europe will be able (a) to support its share of the burden of building 
adequate defense for the North Atlantic area, (b) to contribute to the 
economic strength and military defense of those other parts of the 
world in which European countries have special responsibilities, and 
(c) to maintain political and economic stability, now and for the fu- 
ture—conditions which are essential to the growth of the faith, hope, 
and spirit which causes free men to defend their society and freedom, 

The European situation.—The problems in reaching the foregoing 
objectives are a product of the war and immediate postwar years. 
At the end of World War II most of Europe lay devastated. Human 
and material loss had been immense. Trade was stagnant; industry 
was idle; hunger was widespread; political institutions were weak and 
unstable. The sense of hopelessness, born of war fatigue and the 
seemingly impossible task of reconstruction, emphasized the need 
for restoration of faith in the possibility of peace and progress. The 
rebuilding of shattered physical plant and the revival of industry and 
commerce were prerequisites to the revival of strength in free Europe. 

These postwar tasks were made immeasurably more difficult by the 
designs of Soviet imperialism. In most of Eastern Europe, commun- 
ism was dominant. On the western side of the iron curtain it strove 
to exploit the very conditions of weakness which made the task of 
reconstruction so difficult. Here, in the fertile field of want and un- 
certainty, communism actively applied its tactics of subversion, 
infiltration, propaganda, and intimidation. Moreover, there was the 
increasing possibility that if these tactics should fail in their purpose, 
the Soviet Union might employ the Red Army which, unlike the forces 
of the Western Powers, remained mobilized in great strength. 

Under these conditions, three basic needs became evident. First, 
to rebuild economies and maintain political institutions sufficiently 
strong, stable, and responsive to the needs of the people so as to make 
them relatively immune to Communist subversion from within. 
Second, to create a defensive military shield against the possibility of 
Soviet military aggression. Third, to strengthen the conviction among 
the peoples of free Europe that democracy offered a better environ- 
ment for the fulfillment of their spiritual and material aspirations 
than communism. 

The most urgent task in terms of time was that of restoring Europe’s 
shattered economy. This was a prerequisite of social and political 
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stability and progress and, hence, of the maintenance of democratic 
systems themselves. It was a condition precedent to the develop- 
ment of any considerable military strength in Europe. In 1947 the 
free nations of Europe formed the Committee on European Economic 
Cooperation and formulated a program for a cooperative recovery 
effort. The United States through the Marshall plan has contributed 
to this effort by supplying Europe with those essential external 
resources which it could not earn the dollars to procure. 

Success in this task has been inspiring. In most nations production 
is now above 1939 levels and trade and financial stability have been 
restored. In several countries the Marshall-plan goals have been 
achieved nearly 2 years ahead of schedule. In others the restoring of 
healthy economies capable of standing against subversion has pro- 

essed further than we could foresee in 1948; in a few others, recovery 
is proceeding, but additional aid will be required to achieve it and 
secure our investment. In this sense, it can be fairly said that the 
European recovery program is virtually completed a year ahead of 
schedule. 

The next task was that of fashioning the framework within which 
the military potential of the North Atlantic nations could be asso- 
ciated and effectively developed into a strong shield against aggression. 
On European initiative the first step was taken. e Brussels Pact, 
signed in 1948, provided a European military alliance of five nations, 
but it was evident that the threat posed by the Soviet vitally affected 
the security of all countries in the North Atlantic area, including our 
own. Accordingly, in the spring of 1949 the nations of the North 
Atlantic community subscribed to a far-reaching declaration of 
mutual purpose. Under the North Atlantic Treaty a new and vig- 
orous institution of international cooperation for defense is being 
developed. 

In the NATO a strategic concept for the defense of the North 
Atlantic area has been formulated and developed into concrete defense 
plans and programs. A command structure has been created and 
the assignment thereto of actual forces capable of taking the field in 
combat has begun. The expression, under the treaty, of a common 
determination to resist aggression in itself constitutes a powerful 
deterrent, and provides the framework through which a common 
program can be molded. But the ultimate effectiveness of the treaty 
depends on the progressive development by each participant of the 
physical attributes of military strength—trained and equipped armed 
forces—to meet the requirements of integrated planning. 

The Mutual Defense Assistance Program, inaugurated in the fall 
of 1949, has been directed to furnishing items of military equipment 
which the other countries could not produce, and to providing assist- 
ance in the training required to make effective the use of this equip- 
ment. This program has also provided from United States sources 
some of the machine tools, materials, and components which these 
countries need to activate additional munitions production, could not 
procure in Europe, and lacked the dollars to purchase abroad. 

These three major enterprises—European recovery, the plans and 
Penerene of NATO, the arms-aid spregren are had good effects. 

urope, her economic recovery well advanced, can now devote more 
resources to defense without destroying the economic and political 
underpinnings of European society, although some countries still need 
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help to maintain healthy economic conditions. The pre-Korea rate of 
expenditure for military production has greatly increased, and further 
increases are possible. Because, however, the magnitude of North 
Atlantic Treaty defense requirements is so great, Europe’s effort at its 
maximum cannot, in the time needed, create the large amounts of 
finished weapons required. European resources cannot yet, without 
some continued supplement from the United States, sustain the large 
diversions required for defense production and maintenance of adequate 
forces if a minimum level of economic stability is to be maintained. 

Nevertheless, the European countries, members of the North 
Atlantic Treaty Organization, have made solid and considerable 
progress in increasing their military strength. Lengthened period of 
conscription and training, improvement of facilities for military 
use, more efficient organization, and substantial additions to available 
equipment have greatly increased the combat effectiveness of their 
forces. Defense expenditures and military production have been 
substantially increased. Most importantly, as tangible evidence of 
increased forces has grown, public morale and the will to resist have 
improved. This recreation of strength by the European countries 
is a progressive process. Governments, many of them coalition 
governments, face difficulties in demanding of parliaments increased 
sacrifices which must be accepted by peoples just recovering from 
a decade of war and painful reconstruction—sacrifices far greater 
than a proportionate effort would require of the American people. 

The problem in Europe of economic support to a great defense 
effort is complex. The veryreal threat of inflation confronts Europeans 
as well as Americans. As they take positive corrective measures, 
our aid must be directed toward assisting them to counteract this 
ever-present danger. In many countries, necessary manpower cannot 
be inducted into the armed forces or transferred to defense industries, 
and productive enterprises cannot be converted to munitions purposes, 
without simultaneously causing a cut in the manufacture of articles 
whose sale abroad pays for essential imports. Furthermore, in- 
creased military production requires materials, components, and 
production equipment that are procurable only from abroad. 
American assistance, no longer needed in substantial amounts for 
economic recovery, is still needed to fill the substantial gap between 
defense demands and the real resources available to these countries 
to meet their total minimal needs including those of defense. If 
this gap is not filled, either defense production and troop-main- 
tenance targets will not be met, or the recent achievement of economic 
stability will be undone. 

The shifting factors over the past few years complicate the ap- 
praisal of the European situation. A disturbing factor has been the 
substantial increases in the combat effectiveness of the Soviet armed 
force of 4,000,000 men and in both the size and effectiveness of the 
forces of the principal Soviet European satellites, some of these in- 
creases in violation of the peace treaties. There has also been some 
persistence in segments of the free European peoples of attitudes 
retarding rearmament. These include: Reluctance to postpone indefi- 
nitely, through large sacrifices for a stronger defense, the fulfillment 
of hopes and expectations for a better standard of living after a long 
period of want and frustration; complacency; defeatism; and a neutral- 
ism bred of weakness. Such attitudes have been actively encouraged 


fess AAO SRE rt 


acti cab ii 


ai ah naam: RA a PR IS saab obs. 





NN NRE ed RR Bait ia ve (Oe 


so ania 


THE MUTUAL SECURITY PROGRAM FOR 1952 15 


by adroit Soviet propaganda. These attitudes can be, and are being, 
overcome. The accelerating build-up of tangible military forces is 
giving increased confidence to European governments and people. 

he nature and danger of the Soviet Communist threat is becoming 
clearer to all men, Continued evidence of United States determina- 
tion to go forward as a leading partner in NATO, making the kind 
of active contributions in forces and in military and economic aid 
which its strength in such a partnership implies, is helping to alla 
European misgivings and to remove two of the conditions which 
underlay them—military weakness and economic instability. 

Meanwhile, clearly on the plus side, there has been a substantial 
decline in Communist influence in parliaments and labor within 
Western Europe. Accompanying the restoration of economic stabil- 
ity, there are deep schisms within Communist ranks which have 
resulted, in part, from the defection of Yugoslavia from the orbit of 
the Kremlin. Communism remains a dangerous, powerful, and 
corrosive force, but Communist capabilities for successful action 
through internal disruption have been materially reduced. A 
basically more favorable political situation has emerged. There is 
little danger, at least in any of the NATO countries, that a significant 
reorientation of foreign policy would result from any presently 
probable change in government. The weakness of some governments 
cannot be overcome all at once—but it is being lessened rapidly by 
visible progress toward increased strength. In the last analysis, the 
great preponderance of the world’s economic and productive strength 
is presently available to Western Europe and the United States, and 
this strength, properly applied and supported by improving morale 
and determination, can clearly swing the balance of military power in 
favor of the free nations of the world. 


THE PROGRAM 


The program submitted for Europe falls into these general categories: 
(a) Finished, American-produced military equipment for use by Euro- 
pean defense forces; (6) military training and technical assistance in 
the maintenance and use of military equipment furnished; and (e) 
economic aid, which is designed, in all but a few countries, directly 
to support European rearmament measures. As a matter of conven- 
ience administrative expenses for the entire program are shown in the 
estimates for the European portion thereof. 

Both with respect to individual nations and as to Europe as a 
whole, these several types of assistance have been planned in form, 
amount, and relative proportions so that, in combination, they will 
make the greatest possible contribution toward the security of the 
free world in the shortest possible time. 


The military program 


The military assistance proposed for Western Europe during fiscal 
year 1952 aggregates $5,293,000,000 composed almost entirely of 
military end items. There is a small amount for military training and 
technical assistance. 


The military equipment program 


The program of military equipment to be supplied European forces 
by the United States is based on the plans for the defense of Western 
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Europe which have been established through the mechanisms of the 
North Atlantic Treaty Organization. It is part of the total equi 
ment requirements of European forces which cannot be produced in 
Europe, even with outside economic aid, within the required time. 
As in the case of all previous equipment programs, the present pro- 
gram is designed to supply only those items which represent net 
deficiencies in European requirements after determining what each 
country has on hand, what it can produce for itself and what it can 
obtain through mutual assistance arrangements with its neighbors. 

In general, the 1952 program will, in addition to providing spare 
parts and replacements not yet being manufactured in Europe for 
United States equipment previously furnished, supply (a) the residual 
unit equipment which is required to complete the equipping of units 
already in being, and (6) a substantial portion of the unit equipment 
for those additional forces which NATO countries are to raise by 
July 1, 1952, and which cannot be supplied by European production. 
The program also includes certain items such as aircraft which, even 
though started in production this year, cannot be completed and 
delivered for a considerable period. 

In selecting the specific items to be included in the program for a 
particular country the following factors, among others, have been 
considered after due allowance for what the country and other NATO 
countries should provide: (a) The suitability of and necessity for 
particular types of equipment, taking into account the exact role of the 
forces for which the equipment is destined; (6) the technical and 
physical capacity of the recipient nation’s forces to absorb, effectively 
utilize and maintain specific types of equipment; (c) the types of 
equipment already in the hands of the recipient’s forces; (d) the 
difficulties of procuring items in small quantities; and (e) the avail- 
ability of equipment in existing United States military stocks. 

The equipment programed includes various military weapons, 
although laying particular stress on complicated mechanisms which 
can be produced more quickly in quantity in the United States than 
abroad. By far the largest proportion of the funds requested is 
intended for the procurement of tanks, other combat vehicles, modern 
fighter aircraft, and some minesweepers and escort vessels. Large 
amounts are also to be used for artillery and fire control, ammunition, 
motor-transport vehicles, naval and air force ordnance items and 
electronics equipment of many varieties. Spare parts and mainte- 
nance equipment needed to keep equipment serviceable for an initial 
period are also included. 

No military equipment will be delivered to Europe except where 
there are forces actually available which can utilize it effectively. 
The intended recipient governments have already started to raise 
these forces. The equipment will be of standard types used for the 
Armed Forces of the United States. 


Military training and technical assistance 


The military training and technical assistance i, bys has been 
under way since the first Mutual Defense Assistance cen and is 
derived directly from the equipment programs. It is designed, by 


providing instruction in maintenance, handling and proper use, to 
prolong the life, and assure the effective use, of all United States 
equipment which is furnished. Emphasis is placed on the training of 
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officers and enlisted men who, upon the completion of such training, 
will be able to act as instructors in their fields, thus enabling eac 
country to expand its own training efforts. 

The military training and technical assistance fall into the following 
categories: 

(a) Instruction of students in regular courses in service schools 
in the United States and the American zone, Germany. 

(6) On-the-job training for students in the United States or 
overseas. 

(ec) Mobile training teams composed of United States service 
technicians who proceed from country to country giving on-the- 
site instruction in the operation and maintenance of specialized 
or complicated end items furnished under the equipment program. 

(2d) Technical industry representatives, or other highly quali- 
fied individuals, who are specialists on certain types of equipment 
and who act as technical consultants and advisers on the opera- 
tion and maintenance thereof. 

(e) Training aids, furnished in such various forms as training 
films, training manuals, lesson plans, course outlines, dimensional 
mockups, technical bulletins, ete., and which will assist foreign 
service personnel more readily to understand the maintenance 
and utilization of equipment delivered. 

(f) Orientation visits to this country for senior military per- 
sonnel of foreign countries in order to provide them with a broader 
and better understanding of the operational practices, trainin 
methods, organization, military planning, etc., of the United 
States Defense Establishment. 

(g) Limited technical and training assistance provided directly 
by the personnel of the United States Military Assistance Advis- 
ory Group (MAAG) stationed in each country. 


The economic program 


Introduction.—The proposed economic program, aggregating $1,- 
675,000,000, provides certain resources which Europe now lacks and 
which Europe must have in conjunction with the military equipment 
being given, if military strength and political and economic stability 
are to be assured. The program includes the following components: 

(a) Direct economic assistance to 13 of the 18 countries par- 
ticipating in the Organization for European Economic Coopera- 
tion (OEKC) and Yugoslavia. Eight of these thirteen are North 
Atlantic Treaty countries—Belgium, Denmark, France, Iceland, 
Italy, Luxemburg, Norway, and the Netherlands. The other 
five are Austria, Greece, Trieste, Turkey, and Western Germany. 
Circumstances may, of course, develop which will require a reallo- 
cation of the illustrative programs among these countries, sus- 
pension of proposed aid or an allocation of aid to other allied 
countries needing it, despite the fact that their present prospects 
lead to the assumption that their contribution to the program is 
within their own means of execution. 

(b) Economic assistance which is needed for the following pur- 
poses in OEEC countries or their dependent overseas territories: 
(1) To increase the production of basic materials essential to 
military and economic strength in the free world; (2) to provide 
technical assistance designed to raise European productivity ; and 
(3) to pay the ocean-freight costs of voluntary relief packages. 
84477—51—_—4 
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(c) Funds to cover United States contributions to the United 
Nations and its specialized agencies for technical assistance pro- 
grams in Europe and the African colonies. 

(d) Administrative expenses for the entire economic aid pro- 
gram. 


Direct economic support for NATO and OEEC countries 


The virtual achievement of the original objectives of the Marshall 
plan is one of which the free world may be justly proud. It proves 
the virility and dynamism inherent in the cooperative association of 
sovereign, free, and democratic nations. It is a tribute to the gov- 
ernments and the people of the countries involved and to the wisdom 
of United States policy. It is one of the indications that the gigantic 
task of rearmament for the defense of the North Atlantic community 
can and willbe done. Were it not for this great, new burden, economic 
aid for Europe would be necessary only for some few of the exception- 
ally disturbed economies of Europe such as Austria and Greece. 

The need, in our fiscal year 1952, for economic assistance for North 
Atlantic Treaty countries and Western Germany arises largely but not 
entirely from the burden placed upon them by the large expansion 
in military effort. The amount and form of assistance proposed to 
be provided to each of these countries will be related both to its need 
and to the magnitude of the effort it makes. In Western Germany 
this effort now takes the special form of paying occupation costs, 
although it might later involve support of German forces. In the case 
of each of the other projected non-NATO recipients, the assistance is 
necessary either, as with Austria and Trieste, to maintain the country’s 
political and economic stability or, as with Greece and Turkey, to do 
this and, in addition, to support their large military establishments 
which contribute materially to security from aggression. 

The repercussions of the Korean War and the American and 
European rearmament programs have produced scarcities in raw 
materials and other goods and have substantially altered economic 
conditions both in Europe and the rest of the world. The principal 
Pete of these developments in Europe may be summarized as 

ollows: 

(a) To tend to increase purchases by the United States of goods 
and services from abroad, thereby partially overcoming the 
European problem of marketing in the United States and aug- 
menting the current supply of dollars available. 

(6) To tend to reduce the availability of raw materials and of 
United States goods for export and, concurrently, to cause a rise 
in United States export prices. This, in turn, reduces the ability 
of Western Europe to procure the goods which it needs from 
dollar sources but has improved the competitive position of its 
exporters in third area markets. 

(c) To place the heavy new claim of rearmament on Europe’s 
economic resources, requiring both an expansion of its total 
production and a simultaneous and serious diversion of available 
goods to defense, as distinguished from consumption, invest- 
ment, and export. 

To some extent, the foregoing effects of rearmament counterbalance 
one another. In the case of most European countries—those for 
which continuing economic aid has been programed—the net impact 
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of rearmament efforts creates a situation in which dollars earned can- 
not be made to equal the dollars needed for imports without either 
(a) a serious limitation on the rearmament effort, or (6) a severe cut 
in imports which would prevent or reduce any rise in production and 
jeopardize the results of economic recovery. Despite the great prog- 
ress which has been made, the continental European economies have 
not built up sufficient reserve economic strength, nor is their political 
matrix sufficiently solid, to support unaided the effort necessary to 
carry out the rearmament program. While the amount of economic 
aid required is not large in comparison to the requirements of earlier 

ears, it is critical in the same sense that United States aid to Europe 

as been a vital factor since the end of World War II, because it will 
supply crucial items that Europe could not otherwise obtain. It is 
an essential condition of the entire defense program. 

This aid will prevent the deterioration of general economic condi- 
tions, will remove obstacles to the diversion of budgetary resources 
to defense purposes, and will make possible an increase in European 
military output far greater than the amount of aid required. On 
the other hand, if this requirement is not met, the continental NAT 
countries will be unable to carry out, to full scale, planned and poten- 
tial increased military efforts. This would not only mean a heavier 
direct defense burden for the United States and an excessive European 
dependence upon the United States for equipment and supplies of 
all kinds, but also it would dangerously delay the fulfillment of 
North Atlantic Treaty defense plans. 

The treaty rests on the principles of self-help and mutual aid which 
imply the assumption by each of the members of its fair share of the 
burden of collective defense. This burden, composed as it is of men, 
materials, facilities and the intangibles of spirit and sacrifice, cannot 
be measured in statistical terms. The problem of reaching equitable 
distributions of the burdens of defending the North Atlantic com- 
munity is under study in the NATO. Clearly this study must take 
account of the heavy defense efforts being made in other parts of the 
world as well as many other factors and must be a continuing process. 

As the total cost of defending this vast area emerges, readjustment 
of the burdens currently undertaken will snobebly be required. 
Insofar as the need for readjustments is demonstrated, it is the aim 
of the NATO to recommend ways and means to effect them. 

In addition to aid for the NAT countries discussed above, further 
assistance is needed in Austria, Greece, Trieste, and Turkey for some- 
what different reasons. These countries have traditionally experi- 
enced great economic difficulties, and they have not yet been able to 
accommodate their economies to the presently disturbed world condi- 
tions. Discontinuance of aid would mean for them a potential 
decline in their production and exports and could entail serious 
economic and political crises. In Greece and Turkey, failure to pro- 
vide assistance would make it impossible for those countries to 
maintain the effective military forces which are of great importance 
to the collective security of the free world. 


The determination of proposed amounts of aid 


The bulk of the economic aid proposed is intended to provide 
European NAT countries with resources which (a) are currently 
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needed to support an adequate defense program, (6) must be paid for 
in dollars, and (c) in the absence of external aid; could not be financed 
by the recipient country without excessive domestic strains. 

The primary considerations for the furnishing of aid to any coun 
are the adequacy of its defense effort, and the undertaking of suc 
internal measures as are necessary to make such an effort possible. 
This approach is believed necessary for two reasons: (1) United States 
aid will be most effective if it induces maximum self-help, and (2) the 
effective unity of the NATO depends upon each country making its 
appropriate contribution to the common cause. Even though they 
undertake the measures required and the sacrifices entailed, many of 
them will need to draw upon the resources of other free nations to 
achieve the necessary strength. Therefore, generally speaking, 
United States economic aid to any given country will be computed 
on the basis of its balance of payments position which is a measure 
of the need for outside help. The allocation of such aid, however, 
will not be rigidly tied to a dollar-deficit formula. 

The actual composition of economic programs, once the over-all 
needs are determined on the basis of the criteria mentioned above, 
will vary considerably by country. As in the past, the commodities 
actually furnished will be responsive to the needs of the basic economy, 
military and civilian, because the impact of rearmament vitally affects 
all sectors of that economy. Increasing emphasis will be placed, 
however, on specific needs for specific defense purposes, such as the 
materials and machinery needed to activate rearmament production. 
The furnishing of economic aid will be contingent in a real sense on 
the specific performance of defense tasks, and tbe United States will 
concurrently use its influence to ensure that the counterpart of that 
aid is utilized in such a way as to facilitate the accomplishment of 
those tasks. 


Additional aid required for special purposes in OEEC countries and their 
dependent overseas territories 
In addition to the direct country-aid programs discussed in the 
preceding section, and funds needed to finance the ocean-freight costs 
of voluntary relief packages, special funds are required for the following 
purposes: 
(a) To promote the production of basic materials, particularly 
strategic materials, whose increased supply is essential to the 
owth of military and economic strength in the free world. 
hese funds will be used (1) to finance exploration and initial 
development and promotional activities, and (2) to finance actual 
production and shipment and installation of facilities for produc- 
tion and shipment in those cases where these activities cannot be 
financed by Export-Import Bank loans. It is intended that all 
funds advanced for these purposes out of the basic materials 
development fund will be repayable in materials in the event 
that materials are dissovead and produced as a result of the 
activities financed. The major part of materials development 
activities and particularly projects for the actual production and 
shipment of materials is expected to be financed on the basis of 
loans by the Export-Import Bank. 
(6) To canny iatbend the technical assistance program initiated 
under the European recovery program in order to accelerate 











THE MUTUAL SECURITY PROGRAM FOR 1952 21 


technical progress in Western Europe. A most effective way in 
which to increase military and maintain civilian production, 
other than through additions of capital equipment, plant capacity, 
and labor is to increase the productivity of existing plant and 
manpower. Continuation of technical assistance will provide to 
Europeans the techniques of American ‘‘know-how,” labor, and 
managerial skill which can increase production from existing 
resources of plant and labor. 


Economic assistance for Yugoslavia 


Although Yugoslavia is not a member of NATO or the OEEC, the 
preservation of that country’s independence is important. Yugo- 
slavia is maintaining a substantial armed force including about 30 
divisions, but its economic situation has seriously deteriorated. The 
funds proposed for economic aid should help arrest this deterioration. 


Contributions to the United Nations and its specialized agencies for 
technical assistance programs in Europe and the African colonies 

Since the expanded United Nations program for technical assistance 
is intended chiefly for the benefit of underdeveloped areas, most 
requests for assistance have come from Latin America, Asia, and the 
Near East. However, some few have been received from European 
countries or from the metropolitan powers on behalf of their colonial 
territories. That portion of the total United States contribution to 
the United Nations technical assistance program which it is estimated 
will be utilized for programs in Europe and the African territories is 
included in the funds requested herein. The U.N. program as a 
whole is discussed more fully elsewhere. 


Tue Near East AND THE INDEPENDENT CouNTRIES OF NORTHERN 
AFRICA 


THE PROBLEM 
The region 


The near eastern area under discussion includes Greece, Turkey, 
and Iran, the Arab States, and Israel. This section of the presenta- 
tion also discusses three independent African countries: Liberia, 
Libya, and Ethiopia. Since Greece and Turkey are members of the 
Organization for European Economic Cooperation, the economic 
programs for these countries are included in the proposed economic 
assistance for Europe. These two countries are discussed in the 
present context, however, in relation to the military assistance pro- 
posed to be extended to them and in terms of their political and 
strategic importance in the Near East area. 

The near eastern area is important to the security of the United 
States and of the free world. It lies athwart the principal lines of sea 
and air communication in the Eastern Hemis aie It is a land 
bridge between Asia and Africa, Soviet control of which would expose 
the African Continent. It is a source of a prime strategic material, 
oil, the continuing supply of which is essential to friendly nations in 
Europe and Asia. It supplies three-fourths of the petroleum require- 
ments of Western Europe. 

Since World War II, and even before, the region has been a target 
for Soviet communism, which has sourht through propaganda, sub- 
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version, intimidation, and guerrilla warfare, to exploit the economic 
weaknesses, social unrest, and racial ansagcones existing in many of 
its sectors. Success of such efforts would seriously weaken the free 
world. 


United States interests in the region 


United States interest in this area necessitates efforts to help the 
governments and peoples of this area to build the kinds of military, 
olitical, and economic strength that would (a) discourage aggression 
rom without; (b) protect against subversion from within; (c) strengthen 
the will to achieve stability and progress; and (d) remove the sources 
of dissidence and unrest that preclude stability and prevent progress. 
United States interest in this area has been repeatedly sftivenad and 
demonstrated through several far-reaching measures including: 
Assistance under the Greece-Turkey Aid Act of 1947, the ECA and 
the MDAP, all of which have helped preserve and strengthen Greece, 
and have materially increased the effectiveness of the Turkish Army 
and of the Turkish economy; the tripartite declaration of May 1950, in 
which the United States, the United Kingdom, and France enunciated 
their common concern with the security of the Near East; cooperation 
with other United Nation members in supplying substantial assistance 
to the Arab refugees from Palestine; the provision of technical assist- 
ance; and the extension of loans to a number of countries in the area. 


Current situation in the region 


The efforts of the near eastern and African countries to strengthen 
their political and economic structures, and our effort to help them in 
this regard, have taken and must continue to take a variety of forms. 
While the area, with the exception of Liberia, is strategically a single 
unit, the problems in the various countries differ. 

The region is under steady and relentless pressure from the north. 
Turkish resistance to this pressure is unflinching, and is eloquent testi- 
mony to the determination of the Turks. The threat to Greece re- 
mains despite the fact that the pressure exerted on Greece by {om- 
munist guerrilla forces has been eased as the result of stubborn Greek 
resistance, supported by American military and economic aid and by 
the defection of Yugoslavia from the Soviet orbit. 

The political situation in Iran is confused and difficult. Soviet 
pressure on Iran is manifested in a variety of ways, through support of 
the Communist-inspired Tudeh Party and through assiduous psycho- 
logical warfare activities. Stability in that country clearly must rest 
upon some measure of assurance that aggressive encroachment from 
the north can and will be countered. 

There is no strong evidence of Soviet penetration in Israel at the 
present time but the country is facing an economic crisis. 

Liberia, Ethiopia, and Libya, while friendly to the United States 
and of great strategic importance, must look abroad at this stage of 
their economic development for technical and financial assistance. 
Liberia is capable of supplying significant quantities of strategic 
materials. 

There are increasing evidences of Soviet-inspired subversion in the 
Arab States. An ideal target for subversion are the nearly a million 
Arab refugees from Palestine who are scattered throughout adjoinin 
Arab States and who, though they are being assisted by the United 
Nations, represent a dissatisfied and homeless group. 
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Moreover, the Arab States have been deeply disturbed by the conflict 
in Palestine, and despite the traditional cultural bonds between the 
Arabs and the West, breaches in mutual understanding and much 
bitter feeling have come about as a result of the Palestine issue. This 
bitterness, together with the growing feeling in these states that the 
West has no interest in their welfare, has accentuated a tendency 
toward neutralism. 

In these circumstances, a significant risk to the security of the free 
world lies in the fact that the countries in this area are economically 
underdeveloped. Existing moderate governments, for lack of tech- 
nically and administratively trained public servants and for lack of 
financial resources, are unable to provide effectively for the basic 
needs of their peoples, especially in the fields of agriculture, health, 
sanitation, and vocational education. This inability strengthens the 
hand of irresponsible and extreme nationalist groups and provides 
scope for Soviet divisive tactics of playing the people against their 
governments and promoting internal unrest. A paramount security 
objective of the United States and the free world must therefore be 
to minimize or eliminate this risk—to strive strenuously and immedi- 
abe, to lay firm foundations of economic progress and internal 
stability. 

Greece, Turkey, and Iran, located adjacent to Soviet dominated 
territory, have immediate military problems. Two of the three have 
experienced Soviet-inspired aggression since World War II. 

he assistance proposals ceéeibed in the following sections are 
directed to increasing military strength and to laying the foundation 
for economic progress which brings internal stability. 


THE PROGRAM 


It is proposed that Mutual Security Program assistance to this area 
will involve both military assistance and economic assistance. The 
total proposed aid, excluding economic assistance to Greece and 
Turkey, is $540 million. The following paragraphs describe in broad 
terms the types, magnitudes, and general characteristics of the aid 
proposed to be extended in the region. 

Military assistance 

Proposed military aid for the Near East totals $415 million. The 
bulk of these funds is intended for the continuation of United States 
support and aor of the Greek, Turkish, and Iranian military 
establishments. ‘These three countries stand directly in the path of 
Soviet expansionism, and military preparedness is for them an impera- 
tive. The support which has been extended to their military estab- 
lishments has been directed largely toward insuring the adequate 
training and equipment of forces sufficient, in the case of Greece and 
Iran, to maintain security against guerrilla activity or Communist- 
inspired disorder; and in all three cases, forces sufficient to repel or 
at least delay an attack from without and to protect vital facilities 
and lines of communication in the Middle East. 

It is proposed that 10 percent of the total military assistance funds 
for the area should be available to be used for military assistance pur- 
poses in the Arab States and Israel if required as a supplement to 
cash-reimbursable aid. No specific allocation of grant funds is pro- 
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gramed now for this purpose, but situations may arise requirin 
assistance to one or another of these countries. Authority shoul 
exist to enable the President, if he determines it to be in the national 
interest, to provide limited support to the security establishments of 
these countries. 


Economic assistance 


The economic program for this region, excluding Greece and Turkey, 
totals $125 million. 

The purpose of economic assistance to Iran, the Arab States and 
Israel, and the independent countries of Africa, is to help these coun- 
tries apply suitable‘‘ know-how” in the fields in which better techniques 
are most urgently needed, and to give such material aid as is needed 
to show concretely and visibly the directions in which, and the methods 
by which, economic progress can be achieved through the efforts of 
the governments and the people. The conviction that, with enlight- 
ean and persistent effort, economic conditions can be improved needs 
to be firmly established in these countries and rooted in performance. 

The scope and character of the economic programs for the various 
countries of this region are determined by the main characteristics 
and principal deficiencies in the various national economies. The 
national economies are alike in most respects, They are primarily 
agricultural and pastoral. Agriculture is primitive and inefficient. 
Improved practices would result in better yields. Much of the land 
is very arid and techniques of irrigation need to be introduced which 
require both “know-how” and engineering resources not locally avail- 
able. Educational facilities are. rudimentary and quantitatively 
insufficient. Disregard of modern sanitation practice is widespread. 
Contagious diseases, particularly water-borne infections, are thus 
widely prevalent and existing public health practice is not competent 
to cope with them. 

In large part, therefore, the need is for technical assistance, prin- 
cipally in the following fields: agricultural extension services designed 
to increase food production by the use of better tools, seeds, fertilizers, 
and methods of cultivation; improvement of public health and sanita- 
tion; improvement of vocational educational practices; and improve- 
ment of the road network of the area. There would be a limited num- 
ber of demonstration projects involving the development of water 
resources and irrigation facilities. 

These programs have been worked out in the light of consultation 
with the officials of the International Bank for Reconstruction and 
Development and the Export-Import Bank, and they take cognizance 
of the loan commitments that are likely to be made. Account has 
been taken of the fact that the resources of these banks will be available 
in the region and will provide means of financing for certain major 
undertakings. 

It is proposed, however, that prospective loans to the countries of 
the region be supplemented by grant aid to permit the immediate 
inauguration of certain urgently needed programs that are not suitable 
for loan financing at this time. The security of this area is endan- 
gered by political and economic instability; the security objective in 
the area must be to create stability by laying solid foundations, now, 
of economic progress and by establishing, now, confidence that further 
advances can be made. Grant assistance is proposed in order that 
these foundations can be laid promptly. 

84477—51——5 














26 THE MUTUAL SECURITY PROGRAM FOR 1952 





Aid to Palestine refugees 


In addition to the problems that face them as individual countries, 
the Arab States and Israel, as a group, are confronted with the special 
problem of the Palestine refugees. This problem also confronts the 
United States and the United Nations which have recognized the 
urgent necessity to work quickly toward its solution and have recog- 
nized that. it is beyond the capabilities of the Arab countries and 
Israel to solve unaided. 

Nearly a million Arabs were displaced from their homes in Palestine 
as a result of the conflict between Jews and Arabs. These refugees 
were uprooted from their villages and were left without personal pos- 
sessions beyond what they could carr y with them, and without means 
or opportunity to find productive employment in the countries to 
which they went. If they had not been helped by the United Na- 
tions through the Palestine Refugee Agency (to which the United 
States, since the start of the Agency’s operations, contributed over 
$27 million) many of them would have starved. Even with the help 
they received, they have lived on the margin of existence; and the 
countries to which they went were unable to provide land, or homes, 
or employment. 

The Palestine refugee program during the past year has succeeded 
in maintaining these homeless Arabs on the barest of living standards, 
During that “period, tensions in the area have abated somewhat. 
Effective steps must now be taken toward a permanent solution of 
the refugee problem. Effective steps must include: 

(a) The continuance of direct relief, though on a diminishing 
scale: and 
(b) The reintegration of the refugees into the economic life of 
the Near East. 
To effect reintegration it will be necessary to open new lands for the 
refugees to settle, and to provide roads and basic public utilities and 
services in such newly opened lands. The assistance proposed for 
these refugees, which is included iv the $125 million for economic 
assistance in the region, represents our contribution to the massive 
effort needed to make reintegration a reality. 


SUMMARY 


The economic program, including aid to the Palestine refugees, has 
been developed and will be carried out as a total regional program with 
all of its component parts interrelated and each contributing toward 
regional strength. The program has been developed not only in the 
light of consultation with the International Bank for Reconstruction 
and Development and Export-Import Bank, but also on the basis of 
consultation with the United Nations Relief and Works Agency for 
Palestine Refugees and in full cognizance of the plans of the United 
Nations Technical Assistance Board and the various specialized 
agencies of the United Nations. The economic program will require 
$125 million of appropriated funds during fiscal year 1952. 

A tabular presentation follows showing proposed expenditures by 
functions and locations. 
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Tabular summary, Near Eastern and independent African illustrative aid programs 


{Included in these figures is a sum for United States contribution to United Nations technical assistance, 
which may amount to as much as $3,800,000] 


pre e a ete prrrnnre caeasabidiahndsedactos 
| Country or area 
Functional | 








distribution thes a4 ” eee SSiCh eat Potal 
Iran Israel Arab States! Liberia Libya Ethopia 
1, Joint commissions | } | 
and surveys... $100, 000 $100, 000 
2. Agriculture ____- $10, 850, 000 }$17, 000, 000 | 10, 100,000 | $400,000 | $875,000 | $175, 000 39, 400, 000 
3. Vocational education 500, 000 200,000 | 800, 000 150, 000 75, 000 100, 000 1, 825, 000 
4. Health. s | 10,000, 000 . 4, 000, 060 600, 000 400, 000 250, 000 15, 250, 000 
5. Industry and labor. : | 4,800,000 | 5,300, 000 50,000 | 100,000 | 10, 250, 000 
6. Transportation 2, 000, 000 1, 500, 000 | 2, 000, 000 100, 000 30, 000 175, 000 5, 805, 000 
7. Mineral resources ___. 200, 000 200, 000 
8. Water resources. | 700, 000 S ; 1, 000, 000 30, 000 1, 730, 000 
9, Government admin- | 
istration- 7 jae ‘ 250, 000 70, 000 120, 000 440, 000 
Subtotals __. 24, 050, 000 | 23, 500,000 (23, 500, 000 |1, 500, 000 | 1, 500, 000 950, 000 75, 000, 000 
Contribution to Arab | 
refugee programs— | | 
Relief and reintegra- | | 
tion $50, 000, 000. 50, 000, 000 
Total economic | 
assistance pro- | | 
posed ; ; ; J | Se : wake os E 125, 000, 000 


ASIA AND THE PAcIFric 


THE PROBLEM 
The region 

The Asia and Pacific region for purposes of this presentation includes 
countries of the free world from Afghanistan to Korea, inclusive. It 
includes South Asia (India, Pakistan, Afghanistan, Ceylon, Nepal); 
Southeast Asia (Thailand, Burma, the Associated States of Indochina 
and Indonesia); the Philippines; Formosa; and Korea. Japan lies 
within this region but is not included in this program since its needs 
are met in other ways. 

The region is of vital interest to the free world in general and the 
United States in particular. Its population accounts for approxi- 
mately 30 percent of the world’s population. It lies astride the vital 
Pacific Ocean lines of communication and it is largely contiguous with 
the Communist-dominated central land mass of Asia. The region 
contains large resources of strategic materials essential to the pro- 
ductivity of the free world. It produces 60 percert of the world’s 
supply of tin, 95 percent of its natural rubber, and all of its jute. It 
likewise produces important quantities of such other commodities as 
quinine, copra, graphite, kyanite, mica, beryl, sugar, tea, pepper, and 
hemp. It has ‘substantial resources of nic kel, bauxite, manganese, 
tungsten, and other minerals. It contains the only important petro- 
leum reserve between the Persian Gulf and California. 

United States objectives in the region 

United States objectives in the Asia and Pacific region are: 

) To develop sufficient military power where needed to main- 
tain internal security and discourage Communist military 
aggression. 

(b) To assure, in cooperation with the present free govern- 
ments, that the forces of nationalism are associated with the rest 
of the free world instead of with communism. 
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(c) To assist in the creation of social and economic conditions 
that will permit the growth and survival of non-Communist 
political institutions under which the people can feel that the 
fulfillment of their basic needs and aspirations is being effectively 
sought by their own free governments. 

(d) To help and encourage countries in the region to deal with 
problems of economic adjustment and development. 

In the light of these objectives the fundamental logic of proposals 
for United States military and economic assistance to Asia rests on 
these propositions: | 

(a) That it is in our interest to help the free nations of Asia in 
resisting any further enlargement of the already massive area of 
Soviet dominance; 

(6) That United States military aid is required to enable cer- 
tain countries in the area to maintain internal security and dis- 
courage Communist encroachment from without; 

(c) That economic and political stability are interdependent 
and together increase the capacity and the will to resist internal 
and external Communist aggression; and 

(d) That American material and technical aid is needed to 
assist the people of the area in dealing with their urgent economic 
problems so that material resources of the area may be used to 
the benefit of themselves and the rest of the free world. 


Political situation in the region 


The dominant motif in Asian thought and action is nationalism. 
The people of this region are determined to maintain their newly won 
independence. 

In such circumstances it would not appear likely that communism 
would have any wide appeal. In this region, however, communism 
has played incessantly and continuously on the theme that it is the 
champion of Asian nationalism and in this false role it has been 
successful in capturing some of the leadership of the nationalist 
movements. 

These leaders, and many of the people of Asia, do not fully under- 
stand that communism is the complete denial of those very values 
of freedom and national integrity that they so deeply cherish. Others, 
less amenable to Communist propaganda, have a misplaced confidence 
that they can deal with the Communists in due course, when nation- 
alist aspirations have been satisfied. 

Communism is, however, more immediately menacing than these 
people realize. Communist aggression moved in 1950 into a new 
phase in its onslaught upon the peoples of Asia. This phase is 
marked by: 

(a) The waging of war by satellites in Korea, 

(6) The acceptance of the risk of general war by the Soviet 
Union itself; and 

(c) An intensification of subversive tactics where actual war 
is not being waged. 

Communist intentions clearly are: 

(a) To drive United Nations forces from Korea and bring 
that country fully within the Communist orbit; 

(b) To obtain Formosa; 

(c) To insure by armed action an all-Communist Indochina; 
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(d) To subvert other countries and to use well-recognized 
techniques of penetration and violence to weaken or destroy 
existing institutions throughout the.area. 


These are intentions which the free world, and particularly the United 
States, cannot ignore. 


Economic situation in the region 


A basic problem throughout the region is the fact that economic per- 
formance does not measure up to the expectations that were enter- 
tained at the end of World War II. Most of the present governments 
in the region lean, for their popular support, on the promise of visible 
economic progress. Up to now, their success in this regard has been 
far short of what was wanted. Performance has been inhibited by 
low levels of productivity per man and by the inadequacy of available 
capital to effect needed increases in productivity. 

In important segments of the region, therefore, there is a dangerous 
atmosphere of resentment generated by disillusionment over the fact 
that independence has not been accompanied by economic better- 
ment; and there is discontent among large masses of people over the 
wretchedly low standards of life that characterize their countries. 
Most of these people are farmers tilling small plots of land by intensive 
and generally antiquated methods. They frequently live so close to 
subsistence that they cannot afford to experiment with new crops, 
or new methods, but are only barely able to produce enough, or not 
quite enough, for their own consumption. Many of them are ravaged 
by disease, and as a group they have a short life expectancy. Fre- 
quently they are insecure in the tenure of the little plots of land they 
cultivate or they are able to retain an insufficient fraction of what 
they produce. 

On the other hand, the countries in this region are not without 
defenses against Communist penetration. The existing moderate 
governments are putting forth effort to organize and develop the 
large natural resources within their respective countries. It is pos- 
sible to translate these resources, in part dormant and undeveloped, 
into a production result that would represent better living conditions 
than those now prevailing. It is possible for each of these countries 
to achieve a rate of economic progress that will satisfy the people 
that they are really moving toward the higher living standards they 
expec ted self-government to give them. 

It is not possible, however, for these countries, without some 
help, to start promptly to show signs of progress. There are many 
reasons why help is needed. 

One of the most important of them is that most of the countries 
in the region lack the administrators and the technicians (and the 
institutions for training them) needed in any modern state to provide 
essential services in the fields of health, agriculture, transport, com- 
munications, and the like. Foreign technicians and administrators 
of the colonial period have been leaving these countries and trained 
people to replace them are not yet to be found in anything like suf- 
ficient numbers. The countries of the region urgently need help in 
this regard. They need to be shown how to provide these essential 
services. They need to be able to train a continuing supply of tech- 
nicians and administrators. 
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There are also certain special circumstances within the region that 
make it very difficult for particular countries to make a good showing 
of economic progress promptly unless they receive special help. 

For example, most of the countries of southeast Asia suffered 
enormous physical destruction and economic disorganization during 
World War II and during the subsequent inte aa revolutions and 
disorders. Much of the physical equipment of the area was wrecked 
and the region was cut off from its normal outlets and sources of 
supply. 

Formosa presents a special problem in that, upon the economy of a 
relatively small island with limited resources, there has been placed 
the burden of supporting the Chinese Nationalist Army and a million 
or more refugees from the mainland. 

India is another special case in that a series of major natural dis- 
asters during the past year came on top of a slowly widening spread 
between the « country’s capacity to produce food and the food re quire- 
ments of its increasing population. This widening spread presents a 
grave challenge to the present Government. It is a challenge that 
can be met but has not yet been met. ‘To conquer this food problem, 
it will be necessary for the Government of India to put forward, in 
the next year, a vigorous effort to increase acreage, to change methods 
of cultivation and strains of seed, to increase the application of plant 
nutrients, to rehabilitate many irrigation facilities and construct new 
ones. This task, which is both feasible and of the utmost urgency, 
is beyond the capacity of the Indian Government to do without some 
technical and financial help. 


Military situation in the region 


The military situation in Asia ranges from full-scale combat oper- 
ations in Korea and Indochina to minor police actions in other coun- 
tries. Indochina, in addition to combating a powerful Chinese 
Communist-supported Viet Minh Army, faces the possibility of overt 
participation by Chinese Communists on a large scale. 

In the Philippines, the Communist Huks continue their terroristic 
operations and are endeavoring to organize a larger force. In Thai- 
land, stability exists except for smuggling requiring border patrol 
operations, and the constant potentia threat against the internal 
security of the nation arising from the diverse racial elements in the 
country. 

Threats to internal security arise from other sources also. In 
India, the Communists succeeded during the postwar period in estab- 
lishing guerrilla bases which have, however, subsequently been 
brought under control. In Pakistan a recent conspiracy involving 
high officers of the armed forces and Communist elements was 
thwarted by the vigilance of Pakistan’s internal security agency. 


THE PROGRAM 


It is proposed that Mutual Security Program assistance to this area 
will include, in the case of southeast Asia, both military and economic 
assistance, and in the case of south Asia, economic assistance alone. 
The total proposed aid is $930 million. There follows a generalized 
description of the purpose and content of the various forms of assist- 
ance proposed. 
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Military assistance 

United States military assistance to southeast Asia is designed to 
enable the countries concerned to establish and preserve internal 
security and to discourage external aggression. Snecifically, it is 
designed to permit the accomplishment in fiscal year 1952 of the fol- 
lowing objectives: 

(a) To furnish, on a priority basis, certain major deficiencies 
in the equipment of the armed forces which, consistent with 
economic capabilities, are required to restore and/or maintain 
internal security and prevent Communist encroachment in the 
area; 

(6) To provide training necessary for the proper use and main- 
tenance of equipment furnished under the fiscal year 1952 and 
earlier matériel assistance programs; and 

(c) To cover the costs of packing, handling, and transporting 
equipment to be delivered. 

Each country program provides only for those priority items which 
it is believed essential to program at this time and which the recipient 
country, in terms of the organization and training status of its forces, 
can absorb and properly utilize. Each such program will be subject 
to further refinement as additional information 1s received from the 
field. 

Moreover, in view of the instability of the political and military 
situation in the Far East, unpredictable operational and program 
requirements for the armed forces of the countries in this area might 
emerge on very short notice. Priorities of country programs must 
therefore be subject to adjustment to meet emergencies as they arise. 
Training programs are designed to supplement and make effective the 
matériel programs as they go forward. 

Total new obligational authority requested for the foregoing pur- 
poses during fiscal year 1952 totals $555 million, including programs 
for Formosa, Indochina, the Philippines, and Thailand, and none for 
the countries of south Asia. 
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Economic assistance 


The countries of south and southeast Asia are relatively under- 
developed economically. Most of the people are poor and illiterate. 
Millions are weakened by malaria and other communicable diseases 
that are controllable by use of proper methods. Many areas are 
impoverished for want of irrigation and reclamation. Production 
and living standards of millions are held back by poor transportation 
systems, poor agricultural methods, and an inadequate supply of 
electric power. Today, these conditions, and even more the lack of 
hope for their improvement, constitute dangers to the states them- 
selves and to the international community, dangers which communism 
seeks to exploit. 

Some of these countries have experienced a recent improvement in 
their balance of payments positions owing to the strong international 
demand for their raw materials exports. ile these improved foreign 
earnings do not automatically make additional private or public funds 
available to finance needed additional expenditures for capital goods, 
they do enable some countries to make certain capital goods expendi- 
tures that they could not otherwise afford and the need for external 
financial assistance is, to that extent, reduced. 
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In all cases where a country’s credit position has been strengthened 
by recent developments, proposals for grant aid are held to a minimum 
and prime reliance is placed on loans. The expectation and plan is 
that there should be the closest possible integration of loans and 
grants so that the projects financed by loans will complement and 
mutually reinforce one another. 

Grants envisaged for these countries are mainly related to help in 
the provision of basic public services in health, agriculture, and other 
such sectors which do not readily lend themselves to loan financing. 
In one or two countries where the balance of payments position is less 
clearly favorable or where investment requirements are thought to 
exceed reasonable debt-servicing capacity, grant assistance is con- 
templated for projects that would otherwise be considered suitable 
for loan financing. 

Economie aid programs for Asia and the Pacific for fiscal year 1952 
are designed to help build the economic, social, and political com- 
ponents of national strength and to provide a stimulus to maximum 
self-help by the governments and peoples of these countries. It is 
proposed that technical assistance, supplies and, in some cases, capital 

oods be provided to help in the execution of projects worked out 
jointly with the governments concerned. 

In general the country programs already begun in southeast Asia 
and projected for fiscal year 1952 provide aid for the following: 

(a) Essential sabia services such as training in the fields of 
agriculture, fisheries, and forestry; 

(6) Improved medical, sanitation, agricultural, and other serv- 
ices at the village level; 

(c) The repair or improvement of other essential public works 
and services such as highways, railways, ports, inland waterways, 
communications, irrigation, reclamation, and storage; 

.(d) Improvement of public administration; 

(e) Public health; and 

(f) Needed economic support of defense efforts. 

In the case of south Asia, the maintenance of economic and political 
stability is dependent in very large measure upon the capacity of 
these countries to improve the productivity and status of the agricul- 
tural population. The weaknesses of the present economies of south 
Asia bear most heavily upon the agrarian population and, under cur- 
rent conditions, the agrarian sector offers a major target for Commu- 
nist subversion. Therefore, the proposed program of economic assist- 
ance is designed to bring about improvement in the status of the 
agricultural population by the most extensive improvement in the 
techniques and the productivity of agriculture that can be quickly 
attained with limited funds. 

In a broad sense, all of the proposed forms of economic assistance 
in south Asia can be classed as agricultural extension work. To be 
effective, however, the technical assistance element in agricultural 
extension work needs to be supplemented with material aid in the 
form of fertilizer, tools, irrigation facilities, and other agrarian capital 
investments. 

The amount of the proposed economic assistance, other than the 
special reconstruction aid proposed for Korea, is $262.5 million. 
A table follows, showing a functional breakdown of the proposed uses 
to which these funds would be put. 
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Assistance to Korea 


United States policy in Korea seeks the following objectives: 
(a) To repel the aggression against the Republic of Korea and to 
restore peace and security in the area; (6) to seek through United 
Nations action, the establishment by peaceful means of a unified, 
self-governing and sovereign Korea, independent of foreign domina- 
tion and eligible for membership in the United Nations; and (c) to 
support the United Nations in assisting the Korean people to recover 
from the ravages of war and lay the political and economic founda- 
tions for a stable democratic nation. 

Plans for Korea arise from action taken by the General Assembly 
of the United Nations establishing the United Nations Korean Recon- 
struction Agency (UNKRA) to provide for relief and rehabilitation 
in Korea. The United States has pledged, subject to the approval of 
Congress, a contribution of $162.5 million for approximately the first 
year of UNKRA operations in Korea. 

The proposed legislation provides for the use, as part of the United 
States contribution to the UNKRA, of unexpended funds heretofore 
appropriated for economic assistance to Korea by the ECA, and also 
of pipeline United States financed relief and economic assistance 
supplies at the time of take-over of operations by the United Nations 
agency. In view of this carry-over, and in view of the interim aid 
being provided by the unified command out of military budget funds, 
it is proposed that additional authorization and appropriation be 
made in the amount of $112.5 million. 

The UNKRA program, based principally on estimates provided by 
the unified command and by the ECA, is designed to meet needs for 
relief, for commodities to sustain the economy, for rehabilitation, and 
for technical assistance. Estimates made during hostilities, are, of 
course, tentative and subject to modification in the light of experience. 
In round figures the entire United Nations program assigns $50 million 
out of the $250 million total to food, clothing, and other items for 
personal consumption; $80 million to raw materials for domestic pro- 
duction (mostly fertilizer); $50 million to reconstruction materials; 
$60 million to ocean transportation; and $2 million to technical 
services. 


Other United Nations programs in the region 


As in the case of the other underdeveloped regions of the world, the 
United Nations and its specialized agencies are carrying on technical 
assistance programs designed to raise living standards: by attacking 
mass illiteracy (in India the rate of illiteracy in 1949 was 80 percent); 
by attacking low health standards (200,000,000 people suffer from 
malaria in the region and there are about 2,000,000 deaths from this 
cause annually); by increasing food production (Asia has the lowest 
standards of nutrition in the world); by assisting in improving the 
public administrations and essential governmental services of the 
new governments which have recently been established in the area; 
and by othersimilar programs. The U.N. organizations are in a posi- 
tion to be of particular assistance in this region since the sentiment 
there is highly nationalistic and anticolonial, and since the govern- 
ments cherish the feeling that they are equal members of the organ- 
izations concerned. 
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Asia and the Pacific—Summary of projected illustrative economic and technical 
assistance programs in Asia and the Pacific, by function, fiscal year 1952 














{In thousands of dollars} 
Technicians Trainees Supplies | Undis- meat aes 
and to United 
equip- projeet 
Cost ment costs States 

1. Joint commissions and surveys....-| 39 | 526 |....-...|....-. . | a 1, 450 
2. Agriculture, forestry, and fishery - -. 1, 257 71, 162 19, 500 95, 159 
Bd BA ise a onnnchnencecahasscie 353 + {See 4, 781 
4. Health and sanitation. ............- 716  . ea? or 00 
5. Industry and labor. .._..........._-. 422 23, 844 19, 175 43, 915 
eee a ee” Se eee 17, 650 
7. Mineral resources. .................- Rt SAO 4-s..f.W. 3, 480 

8. Water resources and other public 
WOR ie oie ee ne 257 10, 999 wot 11, 823 

9. Government administration and | | 
technical services. _.............- 726 | 129 }__-. Sill 1, 441 
10. Not elsewhere classified !_....0..-..) 2) 27 |..--.-.-}...22..- } 61,525 }..........| 61,558 

ll. United States contribution to i | | | 
RI SCMRIE Gera onc dice aid on cee ide ‘ ‘ Eetsonna i etggoihdppegiid 112, 500 112, 609 

Total 





4, 273 | “210, 576 | | 151, 175 | ” 875, 000 














! Includes consumer goods for civilian use, common-use items in support of military assistance (Formosa), 
and technical personnel and commodities connected with emergency relief (Indochina). 
2 United Nations Korean Reconstruction Agency. 


Latin AMBPRICA 


THE PROBLEM 
The region 


The Latin-American Republics constitute an integral and vital part 
of the free world. They exercise a strong voice in determining United 
Nations policy. They share with each other and with the United 
States and the other nations of the free world a common love of liberty 
and freedom. Collectively, they are an important source of many 
strategic and critical materials, indeed the major foreign source of 
some 20 items on the United States stockpile list. They occupy or 
control the approaches to many of the critical military areas and 
installations in the Western Hemisphere, such as the approaches to 
the Panama Canal, the northeastern hump of Brazil, and the Straits 
of Magellan. 

United States dependence upon the Latin-American countries, and 
theirs upon us, is shown by: 

(a) Their exports to us in 1950 of about $2.9 billion worth of 
goods, or approximately 35 percent of our total imports, including 
about 46 percent of our imports of wool, 61 pereent of petroleum, 
and more than 50 percent of copper, lead, nitrate, and sisal fiber; 

(6) Their imports from us in 1950 of approximately $2.6 
billion worth of goods (about 50 percent of their total imports), 
ae approximately 30 percent of our total exports of ma- 

30 percent of iron and steel products, 38 percent of 
andadeala: 40 percent of textile manufactures, 44 percent of 
automobiles, and 40 percent of iron and steel advanced manu- 
factures. 
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Inter-American cooperation 


Hemisphere cooperation in peace and war developed slowly for a 
long while after the conference 61 years ago which led to the founding 
of the Pan American Union, but has increased as the good-neighbor 
policy has increased our mutual confidence and understanding. As 
an important stage in this long process of growth, the United States 
and the other American Republics agreed in 1947 in the Inter-American 
Treaty of Reciprocal Assistance that an armed attack upon one of 
them would be regarded as an armed attack on all. They also agreed 
to assist any American state subjected to an armed attack and to act 
together in the common defense for the maintenance of the peace and 
security of the continent. 

A still further step in this development of hemispheric collaboration 
was taken in March 1951 at the Fourth Meeting of Foreign Ministers, 
which was convened in Washington. <A resolution entitled ‘‘Inter- 
American Military Cooperation” was approved. It urged that the 
governments of the other American Republics orient their military 
preparation toward the common defense of the hemisphere, rather 
than confine it to the national defense of the individual countries. 
Military situation in the region 

There is at present a wide gap between the willingness of the other 
American Republics to share in defending the hemisphere and their 
ability to do so. They produce little modern military equipment. 
Their armed forces are, in general, not sufficiently trained or properly 
equipped to carry any substantial portion of the burden of protectin 
the hemisphere. It was largely for this reason that during World 
War II it became necessary for the United States to station more 
than 75,000 troops in Latin America and to use substantial naval 
forces to guard installations and critical areas in the other American 
Republics. Unless the armed forces of Latin America can be provided 
with military equipment needed to meet important deficiencies and 
trained adequately to perform these defense tasks, the United States 
will be called upon again to use its own troops for such purposes in 
the event of another similar emergency. 

Since the United States is the only significant producer of military 
equipment in the hemisphere except for Canada, the other republics 
reasonably look to us to demonstrate our cooperation in military affairs 
by assisting therm to equip their armed forces to undertake specific 
tasks in defense of the hemisphere, particularly where the task required 
is outside the bounds of defense of national territory. 

In the interest of cooperative defense of the hemisphere, the United 
States should assist in providing the equipment and training needed 
for the effective performance of these tasks. 


Political situation in the region 


Cooperation within this hemisphere cannot be taken for granted. 
Latin-American governments reflect in their foreign policy the public 
opinion at home. Unless their people continue to support coopera- 
tion with the United States, the governments will be unable to do 
so. Existing social unrest and political instability, which stem from 
hunger, poverty, sickness, and ignorance, are being exploited by ex- 
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treme nationalists, Communists, and other agitators to fan anti- 
United States sentiment, The ability of Latin-American governments 
to maintain good order, to prevent undercover political penetration, 
and to acquire a position of strength in other essential respects, is 
vital to our security. 


Economic situation in the region 


Latin America, while an important supplier of such staple goods as 
sugar, coffee, grain, and meat, has to face the problem of hunger in 
many of its areas. Among the principal reasons are: 

(a) Low productivity of agricultural and other labor, and 

(6) Under-utilization of land and other natural resources. 
Although more than two-thirds of the population is agricultural, the 
productivity of agricultural labor is less than one-fifth, and the cropland 
under cuitivation is less than one-third that of the United States. 

Sickness and ignorance are major obstacles to stability. Debilitat- 
ing diseases reduce productivity; inadequate vocational education 
has the same effect. A high death rate and a low average life ex- 
pectancy suggest the nature of the health problem, which reflects 
itself in low per capita productivity in industry and agriculture. 
Three-fourths of the countries have illiteracy ratios exceeding 50 
percent, and few of the countries have been able to orient their popular 
education to the scientific requirements of an industrial civilization. 

Transportation facilities are inadequate. Latin America has about 
one-third the railroad mileage of the United States and fewer motor 
vehicles on the roads than the State of New Jersey. Air transporta- 
tion has made substantial progress, but many technical and administra- 
tive problems remain. Lack of farm-to-market roads impedes the 
movement of foods. Transportation reflects the success with which 
an economy, as a whole, functions and lack of adequate transporta- 
tion is markedly retarding development in Latin America. 

Latin America, however, is not without resources of earning power 
and borrowing capacity to finance much of the needed economic de- 
velopment activity. The economic prospects and capital needs of 
Latin America are such that the countries of this area can place sub- 
stantial reliance upon the availability of private investment funds 
and international loan funds. There is, therefore, relatively little 
need for grants-in-aid for economic development projects. 

There is, however, a definite need for technical assistance in such 
fields as agriculture, health, education, geological surveying, and 
public administration—fields in which neither private direct invest- 
ment nor loan capital ordinarily operate. 

Even in these fields, the amounts proposed to be contributed by 
the United States Government will accomplish more than one might 
upon first examination, suppose. Funds advanced by the United 
States for technical cooperation will be at least matched by contribu- 
tions from the Latin-American governments themselves. Indeed, 
in the 1950 technical cooperation programs conducted by the Institute 
of Inter-American Affairs, the average contribution by Latin-American 

overnments for program costs was several times larger than the 
Inited States contribution. 
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THE PROGRAM 


The proposed Mutual Security Program in Latin America for fiscal 
year 1952 is as follows: 


Military-grant aid _ 


ied ge 2 Mets Le et eae apes Bae $40, 000, 000 

Technical cooperation program. -- ------- BME OL Te . SO, 
Bilateral technical cooperation - - - - - -. -......-. $18, 000, 000 
Organization of American States_......._.....-. 1, 000, 000 
United Nations-___- Se ad case NE a raha’ | 

Tetebi io. wos 4: eS ee eae L SUES _.. 62, 000, 000 


Military assistance 


Under the military grant-aid program the United States expects 
to conclude bilateral agreements based on the framework of plans 
developed multilaterally in the Inter-American Defense Board, 
providing for the manner in which various American Republics may 
provide forces to handle defense tasks which are vital to the security of 
the Western Hemisphere and which, if they cannot be discharged by 
those American Republics primarily responsible, will require the 
deployment of United States forces. Such a program would enable 
the United States and the Latin-American Republics to establish an 
inter-American defense structure which would associate more closely 
the military and strategic resources of the United States and such 
other American Republics as conclude bilateral agreements with the 
United States. The resulting protection of vital installations and lines 
of communication not only would discourage hostile military action 
but assure the delivery of essential strategic materials. The resulting 
displacement of United States troops in the defense tasks in question 
by Latin-American forces would increase the United States forces 
available for missions elsewhere. 

The readying of forces for the special hemispheric tasks will require 
United States assistance. Existing United States equipment on hand 
needs to be rehabilitated and maintained. Major items of other 
origins, such as naval vessels, need to be modernized. Additional 
equipment is needed to fill urgent matériel shortages. Training in 
modern techniques and tactics is needed. Such measures of assist- 
ance would be designed to bring the operational effectiveness of these 


forces to levels comparable to the United States forces that would 
otherwise be deployed. 


Technical cooperation 


The technical cooperation program in Latin America was initiated 
by the United States during World War II, under legislation enacted 
prior to the war. During the last 9 years, it has achieved success in 
demonstrating the manner in which United States “know-how”’ can 
supplement and make more effective the economic development efforts 
of the Latin-American nations. The program has a twofold objective: 

(a) To increase the production of basic materials for defense 
purposes by helping the Latin-American governments to solve 
problems, especially in health and food supply, that otherwise 
would inhibit the expansion of raw materials production, and 

(6) To assist in overcoming those present weaknesses in the 
Latin-American economic structure which contribute ;to political 
and economic instability. 
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Assistance under this program will be directed primarily toward: 
increasing food production; improving sanitation and initiating ele- 
mentary measures to eliminate the sources of prevalent fevers and 
infections, especially in the areas where an influx of population is 
expected beeause of plans for expanded production; training teachers 
and workers; proving up additional mineral resources; improving 
transportation and developing power resources. 

Programs of this type which this Government has carried on in 
cooperation with the Latin-American governments in the past have 
proved helpful in attacking conditions in Latin America conducive to 
instability and have engendered effective United States-Latin-Ameri- 
can cooperation. They have measurably raised agricultural and 
industrial productivity. 

Past successes, however, cannot justify present complacence. 
There is continuing pressure upon political and economic stability 
resulting from the dissatisfaction which the people feel over the slow 
rate of improvement they see in the satisfaction of their basic needs. 
Therefore, more strenuous efforts are needed to help these governments 
and peoples to increase their productivity and improve the basic 
services of their society. Hence, technical assistance activities pro- 
posed for fiscal year 1952 are on a larger scale than those that were 
carried out in fiscal year 1951. 

Tn the execution of the bilateral technical cooperation programs 
several techniques which have proved effective in past operations 
will continue to be used. In the fields of public administration and 
fiscal policy, for example, it has been found that the most effective 
approach is to assign experts to survey particular problems and recom- 
mend courses of action to other governments. 

Tf the problem is one of professional training and effective demon- 
stration of sound administrative and professional techniques, an 
effective method has been for the host government to create, within 
the appropriate ministry, a cooperative agency, usually known as 
“servicio” (or cooperative service). This servicio has power to ca 
out a technical program in a given field and is staffed with nationals 
of the host government and a limited number of United States tech- 
nicians; its activities are jointly planned and executed; and its opera- 
tions are financed with funds contributed by both governments. 


The technical cooperation program of the OAS 


In a resolution adopted by the First Special Meeting of the Inter- 
American Economic and Social Council on April 10, 1950, the Organ- 
ization of American States set up the procedures and criteria for a 
technical cooperation program. ‘The purpose of the program is that, 
through it, member states may cooperate in the development of their 
economies in order to improve the standard of living and to promote 
the social welfare of their people in the broadest spirit of common 
benefit. In the first year this program is directed entirely at the 
strengthening of various institutions in Latin America by the estab- 
lishment of training centers in such institutions. This program is 
also aimed at developing more effective international cooperation 
through programs on economic problems which can best be solved on 
an international basis, such as the control of hoof-and-mouth disease. 

The United States is participating in this program. The $1,000,000 
request for the Organization of American States will permit the United 
States to continue its present rate of contribution to that body’s 





: 
: 
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technical cooperation program. The program of the Organization of 
American States, which operates on a calendar-year basis, was ap- 
proved by the Inter-American Economic and Social Council on March 
13, 1951. The first projects under that program began operation 
about June 1. Contributions of all member governments for this 
calendar year are expected to total about $1,500,000. It is expected 
that there will be some carry-over of funds into the calendar year 1952 

rogram. For that reason, the request of $1,000,000 for the United 
States contribution to the OAS will permit the continuation of the 
program already approved and some expansion. 


The technical cooperation program of the United Nations 


The technical cooperation program of the United Nations is dis- 
cussed in the following section. Arrangements have been made for 
the coordination of the bilateral programs with the technical assistance 
activities of the United Nations and the specialized agencies, such as: 
the World Health Organization; International Labor Organization; 
Food and Agriculture Organization; and the United Nations Educa- 
tional, Scientific and Cultural Organization. In certain fields, as for 
instance on matters of overseas migration, these international organ- 
izations are in a better position to assist the underdeveloped countries 
an Latin America than are the regional bodies. 


CONCLUSION 


Particular bilateral country programs will involve— 

(a) military grant aid in the form of military equipment to be 
supplied to various countries which conclude bilateral agreements 
with the United States and which are in a position to perform 
specific military missions within a collective framework of hemi- 
spheric defense responsibilities; 

(6) technical cooperation programs varying with the ‘specific 
economic circumstances of the particular countries, but concen- 
trated heavily in the fields of agriculture, health, and education 
(which fields will account for approximately 40 percent, 25 per- 
cent, and 12 percent, respectively, of the total projected outlay 
of funds). 

The following table shows the breakdown, by functions, of pro- 
gramed United States bilateral technical assistance. 


Summary by function, of projected United States bilateral programs of technical co- 
operation in the other American Republics, fiscal year 1952 











| Technicians Trainees onli ‘ 
| re } otal cos 
2 : Cooeaneen to United 
Num- Cost Num- Cost States 
ber ber 
cinch tin ata tak iat leche rte bie lateelchectils aaccignae 
1, Joint commissions and surveys... ._- 7 CORR GOP Fic eaicdatp <i cc cuieaee $73, 500 $379, 950 
2. Agriculture, forestry, and fishery --- 342 | 3,881, 700 179 $680,200 | 2,015, 895 6, 577, 795 
Rubber development... ...........- 37 EE Bins cake hass sk bela. 363, 254 783, 204 
3. Education - _- fe listni- dip wh biahe 117 1, 327, 950 80 304, 000 660, 000 2, 291, 950 
4. Health and sanitation __ fel Saihibinton aa 200 2, 270, 000 100 380, 000 1, 850, 000 4, 500, 000 
5. Industry and lebor................- 13 147, 550 75 285, 000 12, 000 444, 550 
6. Transportation.................-.-- 42 476, 700 55 209, 000 14, 915 700, 615 
7. Mineral resources. ...............-- 49 556, 150 26 98, 800 157, 415 812, 365 
8. Water power development.....__.. 21 238, 350 30 114, 000 37, 100 389, 450 
9. Government administration and 
ng. epee aes: TOR TRS ABS 53 601, 550 132 501, 600 16, 688 1, 119, 838 











BOO seccnasblbaevadscusccqecnpe 901 | 10, 226,350 677 | 2,572,600 | 5,200,767 | 17,999,717 
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Unitep States Conrrisutions to Untrep Nations TECHNICAL 
ASSISTANCE PROGRAMS 


EVOLUTION OF THE UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 


This section discusses the particular contribution being made to 
economic development by the expanded program of technical assist- 
ance of the United Nations and its specialized agencies. 

The United Nations program is an international effort to enlist 
technical skills from many nations to help the governments and 
people of underdeveloped areas to develop their economic resources. 
Activities of this kind had been conducted on a modest scale as 
part of the regular programs of the United Nations and its specialized 
agencies since their inception. A United Nations technical assist- 
ance conference was held in June 1950, at which 54 nations pledged 
their support of an expanded program, in the amount of approxi- 
mately $20 million. The resultant program was launched later in 
the same year. 

In recognition of the important role that international agencies 
can play in economic development activities, the United States has 
supported the United Nations program by contributing $12,007,500, 


which i is 60 percent of the total funds pledged in support of the first 
year’s expanded program. 


NEED FOR UNITED NATIONS TECHNICAL ASSISTANCE ACTIVITIES IN 
ADDITION TO OUR OWN PROGRAM 


The United States has extended this support while at the same 
time it has developed and expanded its own program of technical 
assistance extended directly to other countries by the Technical 
Cooperation Administration and the Economic Cooperation Adminis- 
tration. Each of these approaches—the multilateral and the bilat- 
eral—has its own particular merits and the use of both produces more 
substantial results than the exclusive use of either. 

The advantages of the use of the international approach include 
the consideration that certain specialized technical skills and facilities 
are obtainable only with great difficulty from the United States, if 
at all, whereas those particular skills can be obtained rather readily 
from other parts of the world. Fishery and forestry are fields in 
which this is especially true. While in many fields of technology the 
contribution that the ‘United States can make directly and bilaterally 
is indispensable and cannot easily be substituted for, nevertheless 
there are fields of economic activity in which the basic know-how is 
possessed concurrently in many countries. In such cases, experts 
from other countries may be more familiar with the languages and 
with the special cultural and economic circumstances and problems 
of the underdeveloped countries. Also, in some instances, experts 
from less highly developed countries may be more effective in under- 
standing and dealing with underdeveloped areas than experts from 
the most highly industrialized countries. 

Furthermore, there are certain types of technical assistance ac- 
tivity, notably in the public administration sector, in which, for 
obvious political reasons, countries would prefer to receive advice 
and help from technicians serving an international organization of 
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which they are equal members rather than from technicians in the 
employ of some particular foreign country. 

Finally, the greater the number of people who see the United 
Nations at work on concrete day-to-day problems in their own 
countries and come to look to it as a constructive force, the wider 
will be the area of popular support for it and the broader will be 
the base of effective participation in the United Nations system for 
collective security. In this connection, the countries within the 
Soviet orbit have not in any way contributed to the United Nations 
technical assistance program, which they evidently consider a threat 
to their expansionist designs, 


SCOPE, CONTENT, AND ORGANIZATION OF THE UNITED NATIONS 
TECHNICAL ASSISTANCE PROGRAM 


The United Nations expanded program is now well under way and 
is gaining momentum rapidly. The participating agencies are the 
United Nations itself, the International Labor Organization, the Food 
and Agriculture Organization, the World Health Organization, the 
United Nations Educational, Scientific, and Cultural Organization, 
and the International Civil Aviation Organization. The Inter- 
national Bank for Reconstruction and Development and the Inter- 
national Monetary Fund are also cooperating in the program. These 
various agencies perform technical assistance functions in fields con- 
forming to their particular competences and responsibilities. 

Although United Nations technical assistance programs are in the 
main aimed to help the economically underdeveloped countries 
acquire certain needed skills and know-how, there will be a small 
allotment of funds to special types of projects in Europe and for 
technical assistance in the dependent territories of Africa. This has 
been noted in the discussion of the program for Europe. 

Of the slightly more than $20 million already pledged by govern- 
ments for the carrying forward of the United Nations program, it is 
estimated that the larger part will have been committed by the end 
of December 1951, which concludes the first financial period of the 
United Nations program. Pledges in support of the 1952 program will 
be made next fall. It is presently estimated that, given the scope 
of the program as it is being developed this year and the interest of 
other governments, the total expanded program to be carried on in 
calendar year 1952 will amount to approximately $25 million. With 
some carry-over of uncommitted funds from 1951, it is proposed that 
a United States contribution of $12 million will enable the United 
Nations program to continue in 1952 at this accelerated rate. The 
precise amount, however, cannot be determined until fall, when it will 
be possible to make a final judgment regarding the carry-over of un- 
committed funds from the 1950-51 program and the capacity of the 
participating organizations to carry out the expanded program at an 
accelerated rate. 

Coordination between the United States and the United Nations 
programs has been effected by complete exchange of information and 
constant consuitation. Arrangements are now being worked out to 
shift much of this coordination to the national capitals of govern- 
ments receiving assistance and to promote joint consultations with 
those governments at the planning stage. 
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SUMMARY 


Tables appear below, showing the probable pattern of expenditure, 
during calendar year 1952, of a United Nations technical assistance 
budget of $25 million. The tables show the breakdown of this 
budget total: 

(a) By functional types of technical assistance including costs 
- for the provision of technicians, for the training of foreign na- 
tionals, and for the provision of demonstration equipment and 
supplies: 

(6) By United Nations operating agencies, and by broad 
geographic regions. 

The specific allocation of funds on these various bases of allocation 
has not yet been made and will not be made until next year. There- 
fore, the tables represent only an informed prediction of expenditure 
patterns, not a firm plan. The prediction is based on projection of 
going programs, account being taken of the most urgent needs for 
expansion and for the initiation of new projects. 

Since the United Nations technical assistance budget is a com- 
mingled fund made up of the carry-over plus new contributions from 
the United States and other countries, it is impossible to make a 
precise regional allocation of the $12,000,000 proposed to be contributed 
by the United States to the United Nations technical assistance 
budget. On a basis of rough proportionality, however, approximately 
the followi ing amounts of the proposed new United States money 
can be imputed to United Nations programs in various regiors: 


In 
millions 
OO in ise Sdn Sadan SLOSS Eh sees Sedan Cabelas $0. 3 
Naar Bast ame: Bites © 3. ic oS bs eek a pea oe oe oe Beek oes ee 3.8 
Oth Bie CRS FACIAG. on ces. ee ve ew En ae De ee 4.9 
itl A a a a ede 3.0 


These amounts appear in the statement of the proposed economic 
assistance for each region. 

In addition to the United Nations technical assistance programs 
discussed above, agencies of the United Nations are or will be engaged 
in reconstruction and reintegration of displaced peoples in Korea and 
in the Near East. These programs are discussed in connection with 
the assistance proposed for the relevant regions, and are not included 
in the tables immediately following. 


Summary of estimated United Nations expanded technical assistance program for 1952 


Experts Fellowships 











| Supplies 
‘a see Total 
Num- rials 
ber Cost 
} 
1. Joint commissions and economic 
surveys. rE Ae ae 75 $917, 200 $25,000 | $1,035,000 
2. Agriculture __ as oe ee ees 398 | 4,893, 300 652, 500 6, 525, 000 
i IIIS, is eliic bhi cs cm Sm eis ae 118 | 1,546,850 219, 750 2, 205, 000 
1h, Te isa he ae oe ee | 300 | 3,715, 200 , 600 4, 950, 000 
5. Industry and labor____- 3 209; 2 572, 400 348, 000 3, 509, 200 
6. Transportation and communica- 
Ns ea er Noo ua 27 325, 400 42, 600 432, 000 
7. Mineral resources......-.....---.-- 11 121, 600 7, 100 157, 500 
8. Water resources. 31 377, 800 , 000 468, 000 
9. Government administration “and 
technical services................- 183 | 2, 257, 600 320, 700 3, 218, 300 
DRIES Cons >. oo i ER ac da teb oie Coana eee ia es ae e 2, 500, 000 
ian btcccoceniaekawak ..--| 1,352 | 16, 727,350 2, 134, 250 | 25, 000, 000 








am ENN Se eeN ema aie ION Petit Nils ae MA 
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Estimates for U. N. and specialized agencies expanded program of technical assistance, 
calendar year 1952 





Near East | Latin 

Europe | and Africa | Asia | America Total 
—— 
T $100, 000 | $1, 262, 000 | $2, 200, 000 | $2, 188,000 | $5, 750,000 
ica ctt adc ls oi cation bees cent aga eC Ra 122, 000 128, 000 }.....-..._--| 250, 000 
255,000 | 2,650,000 | 2,720,000 | 1,625,000 | 7, 250, 000 
111,000 | 2, 250,000 | 1, 952, 000 1, 187,000 | 5, 500, 000 
177, 000 650,000 | 1,360, 000 563,000 | 2, 750, 000 
70, 000 865,000 | 1,878, 000 687,000 | 3, 500, 000 





713,000 | 7,799,000 | 10, 238, 000 | 6, 250, 000 | 25, 000, 000 
CT _ ae 


Pusiic LENDING AND Private INVESTMENT 
INTRODUCTION 


The economic and technical aid epee in the Mutual Security 
Program to be provided on a grant basis to any particular country is 
recommended because it is considered essential to the creation of 
strength in that country and, therefore, to the promotion of the secu- 
rity of free nations. Our economic cooperation, however, is not con- 
fined to grant assistance. Substantial loans by the Export-Import 
Bank are an integral part of our effort to promote mutual security. 
In more normal times we would rely most on private investment and 
public lending for the promotion of economic health and strength in 
countries having interests in common with us. Even in the disturbed 
circumstances of the present emergency, mary projects essential to 
the common security of the free world can best be carried out by 
private foreign investment and by public loans. 

In planning the various measures of grant assistance described in 
this document, it was assumed that public lending would be continued 
at not below the levels prevailing in recent years. Specifically it 


-was assumed that the Export-Import Bank would expand its loans 


for economic development purposes. To carry out that part of the 
whole mutual security effort that should properly be financed by 
United States Government loans, and since all United States Govern- 
ment loans to finance expansion in the production abroad of strategic 
and other essential materials are to be made by the Export-Import 
Bank, authority is being requested to increase the lending capacity 
of the Export-Import Bank by $1,000,000,000. 


PRIVATE INVESTMENT 


We look to private investment abroad to aid in doing two major 
jobs: 
(a) To swell the flow of critical and strategic materials essential 
to the defense of the free world; and 
(6b) To expand other productive facilities in the private sector 
of foreign economies so as to give further momentum to economic 
progress. 
To encourage a greater flow of private capital abroad, the United 
States will continue to press forward its treaty program in order to 
provide the basic legal climate in which the citizens and enterprises of 
each party may do business in the other’s country. In addition, the 
executive branch has under continuous study other ways and means 
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of encouraging the outflow of private capital for activities important 
to United States security. These include long-term purchasing con- 
tracts to stimulate the development of critical materials abroad and 
guaranties to private investors against risks peculiar to foreign enter- 
prise. 

In many of the most critical areas of the free world, political 
instability and the threat of internal disorder or external aggression 
make private investment too hazardous. Moreover, private investors 
do not normally finance development of certain types of public services. 


PUBLIC LENDING 


The International Bank for Reconstruction and Development is an 
important source of international loan capital to those countries that 
are members of the bank. During the years 1946-50, the International 
Bank negotiated loans of about $1 billion for economic rehabilitation 
and development projects in various member countries in Europe, 
Latin America, and Asia. These loans have been primarily in the 
public sector of the economies and for projects requiring capital on a 
large scale, for example, irrigation, land reclamation, electric power, 
and transportation. It can be expected that the International Bank 
will continue to extend large-scale financial support to sound develop- 
ment projects. 

The Export-Import Bank is the special instrument of the United 
States Government for foreign lending. The Export-Import Bank 
has been engaged since 1934 in making loans to finance the economic 
development of underdeveloped countries, the development and pro- 
duction of strategic and critical materials, and for other purposes 
which serve the foreign policies of the United States. 

The bank has broad lending authority and flexibility of operation. 
Since its inception in 1934, it has authorized loans of $5.1 billion. It 
has had a remarkably good repayment record, having sustained 
defaults of only some $250,000 against repayments of more than $1 
billion. 

The bank has conducted lending operations in virtually every foreign 
country. It has made loans in Latin America which resulted in a 
material increase in steel-making and electric power generating 
capacity, in a significant expansion and improvement of railway and 
highway transport facilities, in expanded irrigation and other food 
production facilities, and in other additions to productive capacity. 
In the Middle East and Southeast Asia, the bank has made substan- 
tial contributions through sound loans to the increased productivity 
of certain countries. In the case of Israel and Indonesia, for example, 
loans by the bank were the technique through which the Government 
of the United States was able to give prompt assistance to these newly 
established states for the rehabilitation and development of their 
economies. 

In order for the Export-Import Bank to make its maximum con- 
tribution to mutual security, it is necessary that the bank’s lending 
authority be increased. 


IXPORT-IMPORT BANK LENDING AUTHORITY 


Out of an authorized lending limit of $3,500 million, the bank has 
at the present time uncommitted funds of approximately $500 million, 
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By contrast, in the calendar year 1950, the bank made loans totaling 
$558 million. F urthermore, prudent management requires that there 
be held in reserve at all times sufficient funds for the bank to be in a 
position to meet, promptly and adequately, emergencies arising out of 
unanticipated situations involving the foreign interests of the United 
States. Financing of essential economic development and strategic 
materials projects will call for loans in the next year in excess of the 
amount available for lending by the bank. 

Moreover, the bank’s authority to extend further credits expires as 
of June 30, 1953. In order for the bank to be in a position to make 
commitments for projects involving construction and installation 

operations over a period of several years, an extension of this date will 
be required. Accordingly, the proposed legislation envisages a 5-year 
extension of this period for making new loans. 

Although the billion-dollar increase in lending authority for the 
Export-Import Bank will be included in legislation separate from that 
which would authorize the Mutual Security Program, it is nevertheless 
an integral part of the total security effort. Within this total effort, 
and within each country receiving aid, public loans for capital de- 
velopment, and grants of technical and economic aid, on a coordinated 
and mutually supporting basis, will be used to further, in Asia, 
Africa, and Latin America, the purpose of mutual security and com- 
mon strength. 

ADMINISTRATION OF THE PROGRAM 
General 


The organization for administering the Mutual Security Program is 
based on our tested experience to date, under the arrangements estab- 
lished by the Congress in legislation authorizing previous military and 
economic aid programs. It employs, in W ashington and abroad, the 
existing departments and agencies of the executive branch in their 
proper roles and provides effective relationships to assure the meshing 


_ of all programs of assistance so as to further our objectives speedily 


and economically. It provides for harmonizing the policies and prin- 
ciples under which the aid is administered with other aspects of our 
foreign policy. 

Military aid will be administered, as at present, by the Department 
of Defense, which balances United States production of equipment for 
our own forces and for provision under the Mutual Security Program 
to friendly nations. The Department of Defense determines military 
requirements; evaluates military equipment deficiencies; programs, 
procures, inspects and effects the transportation of equipment pro- 
vided by this country; and provides training assistance for military 
personnel of countries receiving equipment from us. 

The administration of economic assistance for Western Europe and 
most of the countries in the Near East, Africa, and South and South- 
east Asia will be the responsibility of the Economic Cooperation Ad- 
ministration (ECA). This agency has proved its effectiveness in 
aiding countries to achieve economic recovery and is now adminis- 
tering economic assistance in support of our mutual defense and secur- 
ity objectives. In Latin America and certain other countries, the 
Technical Cooperation Administration (TCA) of the State Depart- 
ment is administering technical assistance programs. Both the ECA 
and the TCA work closely with sources of private investment capital 
and the Export-Import Bank and the International Bank for Recon- 
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struction and Development in achieving a proper balance between 
loans and grants, taking into account private investments. 

The Department of State is primarily responsible for providing 
continuing leadership in the interdepartmental coordination necessary 
to relate the principles and policies under which the program is con- 
ducted by the operating agencies with the foreign policy objectives of 
the United States. 

The International Security Affairs Committee (ISAC) is the instru- 
ment through which foreign aid policies and programs are centrally 
coordinated. In addition to the representatives of the Departments. 
of State and Defense and the ECA, it includes representatives of the 
Treasury Department and the Office of the Special Assistant to the 
President. Representatives of other agencies sit with the Committee, 
as necessary. The Chairman of this Committee is the Director of 
International Security Affairs in the State Department. Common 
Pa wee on over-all policy matters and programs is reached in 
ISAC among all the major agencies concerned. Any issues not re- 
solved in the Committee are considered by the heads of the agencies 
represented on the Committee and, if necessary, they will be referred 
to the President. 

In all countries where military and economic aid is provided, the 
Ambassador (or Minister), as senior United States representative, 
and the chiefs of the field missions of the Department of Defense and 
the ECA or TCA, make up a team, under the Ambassador’s leadership, 
for developing balanced recommendations on the total program 
in the country. 

In each country in which military aid is provided, there is a United 
States Military Assistance Advisory Group (MAAG), or an analogous 
United States military group. In the countries receiving ECA- 
administered economic aid there is an ECA mission. In countries 
where the TCA operates programs, Technical Cooperation officers 
are attached to the United States diplomatic mission. 

The MAAG’s, ECA, and TCA missions receive instructions from 
their parent agencies in Washington, within the context of established 
policy, and communicate directly with them. 


Organization in Europe 


In the European countries which are members of NATO, the 
MAAG receives guidance as to NATO planning and requirements 
through the regional United States Joint American Military Assistance 
Group (JAMAG). The country formulates its military equipment 
needs for its requirements under NATO defense plans. Where mili- 
tary equipment aid is desired from the United States, the MAAG has 
responsibility for screening requests and recommending a program 
covering equipment which might be supplied by the hited. States. 
It also, among other functions, provides training assistance so 
that foreign troops may understand and effectively use the equipment 
provided. 

The ECA mission administers economic assistance. It recommends 
the amount and types of economic aid which might be furnished by 
the United States, and helps the country government, where appro- 
priate, with technical advice on production and on the most economical 
use of resources. Where there are requirements for scarce materials 
to be financed by or provided from the United States, the ECA 
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mission reviews availabilities and deficiencies in the country concerned 
and makes recommendations to Washington. The program of 
United States economic aid for the country is closely coordinated 
with the MAAG, to insure that the country’s production effort and 
= military end-item program mutually support and reinforce each 
other. 

These field groups together with the regular Embassy staff com- 
prise a coordinated team under the leadership of the Ambassador. 

The United States regional organization for the mutual security 
progeaee in Europe centers in the European Coordinating Committee 
(ECC). The ECC consists of the United States Deputy in the North 
Atlantic Council, as Chairman, the United States Military Repre- 
sentative in Europe for the Mutual Security Program, the ECA 
Special Representative in Europe, and, as an associate, the United 
States Representative to the North Atlantic Defense Production 
Board. The United States element in General Eisenhower’s Supreme 
Allied Headquarters is linked with the Committee through the 
United States Military Representative in Europe. 


Organization in other areas 


Programs for the areas of the Near East and Africa, Asia, and Latin 
America require different organizational arrangements from those 
which have been used in the industrialized area of Europe. In the 
great majority of economically underdeveloped countries, political 
and economic instability wing out of poverty, ignorance, and 
disease present grave problems. Some countries, notably in Asia 
and the Middle East, are exposed to an ever-present threat of external 
aggression. The organization and methods employed are accordingly 
adapted to cope with the differing combinations of problems and 
circumstances present in each country. 

As is the case in Europe, all the United States representatives in a 
country work together as a unified United States team under the 
leadership and guidance of the Ambassador. 

Where there are grant military programs in these areas they are 
administered through Military Assistance Advisory Groups (or 
analogous military groups). The MAAG’s in these areas are more 
ee concerned with training than are their counterparts in 

urope. 

In the countries where economic and technical assistance is fur- 
nished, the programs are administered either by ECA special technical 
and economic missions or, in countries where the program consists 
primarily of technical assistance, by Technical Cooperation staffs 
under the TCA. These United States staffs are in a position to be of 
great help to the country governments in their planning of programs 
of economic development and technical progress. Technicians in the 
missions work as appropriate to help and advise in the development of 
programs and special projects. An important feature of these pro- 
grams is the establishment, in many cases, of joint commissions with 
representation from the national government and from the United 
States missions. Examples of these are the ‘Servicios’ in Latin 
America, the Joint Commission for Rural Reconstruction in Formosa, 
and Joint Commissions for Economic Development in other countries. 

Private investment is one means for underdeveloped countries to 
obtain needed developmental capital, but public loans, in many cases, 
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must be employed to obtain required funds through the International 
Bank for Reconstruction and Development in countries which are 
members of the bank and the United States Export-Import Bank. 
Representatives of these banks work closely with the national govern- 
ment agencies and with the United States missions where they are 
present. 


Support of United Nations programs 

Certain types of economic aid for underdeveloped areas are admin- 
istered through the United Nations. In such cases—United Nations 
technical assistance programs, aid to the Arab refugees from Palestine, 
and Korean rehabilitation—the program operations are carried out 
by special United Nations agencies, financed jointly by the United 
States and other nations. In connection with these programs, the 
State Department will continue to provide the primary channels of 
United States representation to the U.N. agencies. 














APPENDIX 


PROPOSED DRAFT OF MUTUAL SECURITY ACT OF 1951 


A BILL To promote the foreign policy and provide for the defense and general welfare of the United States 
by furnishing assistance to friendly nations in the interest of international security 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Mutual Security 
Act of 1951.” 

Src. 2. The Congress declares it to be the purpose of this Act to promote the 
foreign policy of the United States by authorizing military, economic, and technical 
assistance to friendly countries to strengthen the individual and collective defenses 
of the free world, to develop their resources in the interest of their security and 
independence and the national interest of the United States and to facilitate the 
effective participation of those countries in the United Nations system for collec- 
tive security. he purposes of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 8. C. 1571-1604), the Economic Cooperation Act of 1948, as 
amended (22 U. 8. C. 1501-1522), and the Act for International Development 
(22 U. 8. C. 1557) shall hereafter be deemed to include this purpose. 


TITLE I 


Europe 





Sec. 101. In order to support the freedom of Europe through assistance which 
will further the carrying out of the plans for defense of the North Atlantic area, 
while at the same time maintaining the economic stability of the countries of the 
area so that they may meet their responsibilities for defense, there are hereby 
authorized to be appropriated to the President for the fiseal year 1952— 

(a) $5,293,000,000 for assistance pursuant to the provisions of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8S. C. 1571-1604), for 
countries which are parties to the North Atlantic Treaty and for any country 
of Europe (other than a country covered by another title of this Act), which 
the President determines to be of direct importance to the defense of the 
North Atlantic area and whose increased ability to defend itself the President 
determines contributes to the preservation of the peace and security of the 
North Atlantic area and is important to the security of the United States. In 
addition, unexpended balances of appropriations heretofore made for carrying 
out the purposes of the Mutual Defense Assistance Act of 1949, as amended 
(22 U. ¢ C. 1571-1604), through assistance to any of the countries covered 
by this subsection are hereby authorized to be continued available through 
June 30, 1952, and to be consolidated with the appropriation authorized 
by this subsection. 

(b) $1,675,000,000 for assistance pursuant to the provisions of the 
Economic Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522) 
(including assistance to further European military production), for any 
country of Europe covered by subsection (a) of this section and for any 
other country covered by section 103 (a) of the said Economic Cooperation 
Act of 1948 (22 U. 8. C. 1502). In addition, unexpended balances of appro- 

riations heretofore made for carrying out the purposes of the Economic 
ooperation Act of 1948, as amended (22 U. 8. C. 1501-1522), are hereby 
authorized to be continued available through June 30, 1952, and to be 
consolidated with the appropriation authorized by this subsection. 

(c) Not to exceed 5 percent of the total of the appropriations granted 
pursuant to this section may be transferred, when determined by the President 
to be necessary for the purposes of this Act, between appropriations granted 
pursuant to either subsection: Provided, That the amount herein authorized 
to be transferred shall be determined without reference to any balances of 
prior appropriations continued available pursuant to this section. 
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TITLE II 
Near East anp AFRICA 


Sec. 201. In order to further the purposes of this Act by continuing to provide 
military assistance to Greece, Turkey, and Iran, there are hereby authorized to 
be appropriated to the President for the fiscal year 1952, not to exceed $415,000,000 
for furnishing assistance to Greece and Turkey pursuant to the provisions of the 
Act of May 22, 1947, as amended (22 U. S. C. 1401-1410), and for furnishing 
assistance to Iran pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. 8. C. 1571-1604). In addition, unexpended 
balances of appropriations heretofore made for assistance to Greece and Turkey 
available for the fiscal year 1951, pursuant to the Act of May 22, 1947, as amended 
(22 U. 8S. C. 1401-1410), and for assistance to Iran pursuant to the Mutual De- 
fense Assistance Act of 1949, as amended (22 U.S. C. 1601), are hereby authorized 
to be continued available through June 30, 1952, and to be consolidated with the 
appropriation authorized by this section. 

Sec. 202. Whenever the President determines that such action is essential for 
the purposes of this Act, he may provide assistance, pursuant to the provisions 
of the Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1571-1604), 
to any country of the Near East area (other than those covered by section 201) 
and may utilize not to exceed 10 percent of the amount made available (excluding 
balances of prior appropriations continued available) pursuant to section 201 of 
this Act: Provided, That, any such assistance may be furnished only upon deter- 
mination by the President that (1) the strategic location of the recipient country 
makes it of direct importance to the defense of the Near East area, (2) such assist- 
ance is of critical importance to the defense of the free nations, and (3) the imme- 
diately increased ability of the recipient country to defend itself contributes to 
the preservation of the peace and security of the area and is important to the 
security of the United States. 

Sec. 203. In order to further the purposes of this Act in Africa and the Near 
East, there are hereby authorized to be appropriated to the President for the fiscal 
year 1952, $125,000,000 for economic and technical assistance in Africa and the 
Near East in areas other than those covered by section 103 (a) of the Economic 
Cooperation Act of 1948, as amended (22 U. 8. C. 1502). Funds appropriated 
pursuant to this section shall be available under the applicable provisions of the 
Economie Cooperation Act of 1948, as amended (22. U. 8. C. 1501-1522), and of 
the Act of International Development (22 U. 8. C. 1557). 

Sec. 204. Not to exceed $50,000,000 of the funds authorized under section 203 
hereof may be contributed to the United Nations during the fiscal year 1952, for 
the purposes, and under the provisions, of the United Nations Palestine Refugee 
Aid Act of 1950 (22 U. 8S. C. 1556): Provided, That, whenever the President shall 
determine that it would more effectively contribute to the purposes of the said 
United Nations Palestine Refugee Aid Act of 1950, he may allocate any part of 
such funds to any agency of the United States Government to be utilized in 
furtherance of the purposes of said Act, and any amount so allocated shall be a 
part of the United States contribution to the United Nations Palestine Refugee 


Agency. 
TITLE III 


Asta AND PaciFic 


Sec. 301. In order to carry out in the general area of China lene the 


Republic of the Philippines and the Republic of Korea) the provisions of subsec- 
tion (a) of section 303 of the Mutual Defense Assistance Act of 1949, as amended 
(22 U. S. C. 1604 (a)), there are hereby authorized to be appropriated to the 
President for the fiscal year 1952, not to exceed $555,000,000. In addition, unex- 
pended balances of auproetionces heretofore made for carrying out the provisions 
of Title III of the Mutual Defense Assistance Act of 1949, as amended (22 
U. S. C. 1602-1604), are hereby authorized to be continued available through 
June 30, 1952, and to be consolidated with the appropriation authorized by this 
section. Not to exceed $50,000,000 of funds appropriated pursuant to this 
section (excluding balances of appropriations continued available) may be ac- 
counted for as provided in subsection (a) of said section 303. 

Sec. 302. In order to further the purposes of this Act through the srensipening 
of the area covered in section 301 of this Act (but not including the Republic o 
Korea), there are hereby authorized to be appropriated to the President for the 
fiscal year 1952, $262,500,000 for economic and technical assistance in those 
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portions of such area which the President deems to be not under Communist 
control. Funds appropriated pursuant to authority of this section shall be 
available under the applicable provisions of the Economic Cooperation Act of 
1948, as amended (22 U. 8S. co 1501-1522), and of the Act for International 
Development (22 U. 8S. C. 1557). In addition, unexpended balances of funds 
heretofore made available for carrying out the purposes of the China Area Aid 
Act of 1950 (22 U. S. C. 1547), are hereby authorized to be continued available 
through June 30, 1952, and to be consolidated with he appropriation authorized 
by this section. 

Sec. 303. (a) In order to provide for the United States contribution to the 
United Nations Korean Reconstruction Agency, established by the Resolution of 
the General Assembly of the United Nations of December 1, 1950, there are 
hereby authorized to be appropriated to the President not to exceed $112,500,000. 
In addition, unobligated balances of the appropriations heretofore made, and 
available during the fiscal year 1951, for assistance to Korea under authority of 
the Far Eastern Economic Assistance Act of 1950, as amended (22 U. 8. C. 1551, 
1552, 1543), are hereby authorized to be continued available through June 30, 
1952, and to be consolidated with the appropriation authorized by this section. 

(b) The sums made available pursuant to subsection (a) may be contributed 
from time to time on behalf of the United States in such amounts as the President 
determines to be appropriate to support those functions of the United Nations 
Korean Reconstruction Agency which the military situation in Korea permits 
the Agency to undertake pursuant to arrangements between the Agency and the 
United Nations Unified Command in Korea. In computing the aggregate amount 
of such contributions by the United States, there shall be included the value of 
goods and services made available to Korea by any department or agency of the 
United States for relief and economic assistance after the assumption of responsi- 
bility for relief and rehabilitation operations in Korea by the United Nations 
Korean Reconstruction Agency. 

(c) The provisions of subsections 304 (a) and (b) of the United Nations Pales- 
tine Refugee Aid Act of 1950 (22 U. S. C. 1556 (b)) are hereby made applicable 
with respect to Korean assistance furnished under this section. 

(d) Unencumbered balances of sums heretofore or hereafter deposited in the 
special account established pursuant to paragraph (2) of Article V of the agree- 
ment of December 10, 1948, between the United States of America and the 
Republic of Korea (62 Stat., Part 3, 3788) shall be used in Korea for such purposes 
as are consistent with United Nations programs for assistance to Korea and as 
— be agreed to between the Government of the United States and the Republic 
of Korea, 

(e) The functions of the Economic a Administrator under the pro- 
‘Visions of section 3 of the Far Eastern Economie Assistance Act of 1950, as 
amended (22 U. 8. C. 1551) shall hereafter be performed by such departments or 
agencies of the Government as the President shall direct. 


TITLE IV 
AMERICAN REPUBLICS 


Sec. 401. In order to further the purposes of this Act through the furnishing 
of military assistance to the other American Republics, there are hereby authorized 
to be appropriated to the President for the fiscal year 1952, not to exceed 

,000,000 for carrying out the purposes of this section under the provisions of 
the Mutual Defense Assistance Act of 1949, as amended (22 U. S. C. 1571-1604): 
Provided, That, such assistance may be furnished only in accordance with defense 
plans which are found by the President to require the recipient country to par- 
ticipate in missions important to the defense of the Western Hemisphere. Any 
po assistance shall be subject to agreements, further referred to in section 402 
of the Mutual Defense Assistance Act of 1949, as amended (22 U. 8. C. 1573) 
designed to assure that the assistance will be used to promote the defense of the 
Western Hemisphere; and after agreement by the Government of the United 
States and the country concerned with respect to such missions, military 
assistance hereunder shall be furnished only in accordance with such agreement. 

Sec. 402. In order to strengthen friendship and understanding among the 
peoples of the American Republics through the furnishing of technical assistance 
in Tsthentnes of the purposes of this Act, there are hereby authorized to be 
appropriated to the President for the fiscal year 1952, $22,000,000 for assistance 
under the provisions of the Act for International Development (22 U. 8. C. 1557) 
and of the Institute of Inter-American Affairs Act, as amended (22 U. 8S. C. 281). 





THE MUTUAL SECURITY PROGRAM FOR 1952 


TITLE V 
GENERAL PROVISIONS 


Sec. 501. Whenever the President determines it to be necessary for the purposes 
of this Act, not to exceed 10 percent of the funds made available under any title 
of this Act may be transferred to and consolidated with funds made available 
under any other title of this Act in order to furnish, to a different area, assistance 
of the kind for which such funds were available before transfer. 

Sec. 502. The President, pursuant to section 404 of the Act for International 
Development (22 U. 8. C. 1557b), may make contributions on behalf of the 
United States to such technical cooperation programs of the United Nations and 
the Organization of American States as he determines will further the purposes of 
this Act in a total amount not exceeding $13,000,000 from funds made available 
under authority of sections 101 (b), 203, 302, and 402 of this Act and the use of 
such contributions shall not be limited to the area covered by the section of the 
Act from which the funds are drawn. 

Sec. 503. Funds made available for carrying out the provisions of Title I of 
this Act shall be available for the administrative expenses of carrying out the 
es mse of all of the titles of this Act, including expenses incident to United 

tates participation in international security organizations and expenses of 
domestic programs under the Act for International Development. Any currency 
of any nation received by the United States for its own use in connection with 
assistance furnished by the United States may be used by any agency of the 
Government without reimbursement from any appropriation for the adminis- 
trative and operating expenses of carrying out the purposes of this Act. Funds 
made available for carrying out the purposes of this Act in the Federal Republic 
of Germany may, as authorized in subsection 114 (h) of the Economic Cooperation 
Act of 1948, as amended (22 U. 8. C. 1512 (h)), be transferred by the President 
to any department or agency for the expenses necessary to meet the responsibilities 
and obligations of the United States in the Federal Republic of Germany. 

Sec. 504. The proviso in the first sentence of section 403 (d) of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8. C. 1574 (d)) is hereby 
amended to read as follows: 

“Provided, that after June 30, 1950, such limitation shall be increased by 
$250,000,000 and after June 30, 1951, by an additional $450,000,000.” 

Sec. 505. Section 414 of the Act for International Development (22 U. 8. C. 
1557 (1)) is amended by inserting between the words “Act” and “until’’, the 
words “for a = to exceed three months’’. 

Sec. 506. The President, from time to time while funds appropriated for the 
purposes of this Act continue to be available for obligation, shall transmit to the 
Congress, in lieu of any reports otherwise required by law, reports covering each 
six months of operations in furtherance of the purposes of this Act, except infor- 
mation the disclosure of which he deems incompatible with the security of the 
United States. The first such report shall cover the six-months period com- 
mencing on the date this Act becomes effective. Reports provided for under this 
section shall be transmitted to the Secretary of the Senate or the Clerk of the 
House of Representatives, as the case may be, if the Senate or the House of 
Representatives, as the case may be, is not in session. 

Sec. 507. Section 115 (b) (6) of the Economic Cooperation Act of 1948, as 
amended (22 U. 8. C. 1513 (b) (6)), is amended (a) by adding in the second 
proviso after the words “shall be used” the words ‘‘to promote military defense, 
or shall be used’’; (b) by adding in the last clause of the second proviso the words 
“and operating’ after the word “administrative”; (c) by striking from the last 
clause of the second proviso the words “within such country’; and (d) by sub- 
stituting in the fourth proviso the words ‘‘upon termination of assistance to such 
country under this Act” in place of the words ‘‘on June 30, 1952”’. 

Sec. 508. Assistance to any nation by means of funds authorized under this 
Act may, notwithstanding the date specified in section 122 of the Economic Coop- 
eration Act of 1948, as amended (22 o. 8. C. 1520), continue as long as such funds 
remain available for such assistance, unless sooner terminated in accordance with 
the requirements of section 405 of the Mutual Defense Assistance Act of 1949, 
as amended (22 U. 8. C. 1576), or section 118 of the Economic Cooperation Act 
of 1948, as amended (22 U.S. C. 1516), or section 411 of the Act for International 
Development (22 U.S. C. 1557 (i)). 

Sec. 509 (a). As used in this section: 

(i) the term “invention”? means an invention or discovery covered by & 
patent issued by the United States, and 
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(ii) the term “information” means information originated by or peculiarly 

within the knowledge of the owner thereof and those in privity with him, 
which is not available to the publie and is subject to protection as property 
under recognized legal principles. 

(b) Whenever, in connection with the furnishing of military assistance in 
furtherance of the purposes of this Act, 

(i) use within the United States, without authorization by the owrer, shall 
be made of such an invention, or 
(ii) damage to such owner shall result from the disclosure of information 
by reason of acts of the United States or its officers or employees, 
the exclusive remedy of the owrer of such invention or information shall be by 
suit against the United States in the Court of Claims for reasonable and entire 
compensation for unauthorized use or disclosure. In any such suit the United 
States may avail itself of any and all defenses, general or special, that might be 
pleaded by any defendant in a like action. In addition, in ary suit for damages 
for use or disclosure of such information, any written description, model, drawing 
or other recorded teaching in the files of any department or agency of the Govern- 
ment, which 
(i) has a provable date cither 
(A) prior to the making of the invention, or 
(B) more than one year before the filing of the application for the 
patent in suit, or 
(C) before the disclosure to the United States by the owner thereof of 
the information upon which the suit is based, and 
(ii) constitutes a sufficient description of the invention used or information 
disclosed upon which the suit is based to enable others to practice said 
invention or employ such information, unless such teaching consists of 
information obtained directly or indirectly from the patentee or owner of the 
information upon which the suit is based, 
shall constitute a complete defense for the Government against the claim for 
compensation. Except as otherwise provided by law, such teaching shall not 
invalidate any patent covering the invention or impair the property in such 
information. 

(c) Before such suit against the United States has been instituted, the head 
of the appropriate department or agency of the Government, which has furnished 
military assistance in furtherance of the purposes of this Act, is authorized and 
empowered to enter into an agreement with the claimant, in full settlement and 
compromise of any claim against the United States hereunder. 

(d) This section shall not confer a right of action on anyone or his successor 
or assignee who, when he makes such a claim, is in the employment or service of 
the United States, or who, while in the employment or service of the United 
States, discovered, invented, or developed any invention or information on which 
such claim is based. 

(e) No officer or employee of the government, including civilian and military 
personnel of the military departments, shall be held liable for any fine or penalty 
under the Act of June 25, 1948 (18 U. 8. C. 1905), by reason of his disclosure, in 
the discharge of an official duty or assignment in furnishing mi}itary assistance 
in furtherance of the purposes of this Act, of any confidential information which 
is in the official possession of the United States, its officers or employees and which 
concerns or relates to trade secrets, processes, operations, style of work or appara- 
tus of any person, firm, partnership, corporation, or association. 

Sec. 510. Section 408 (e) of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 8. C. 1580), is hereby amended by adding in the first proviso 
thereof, after the words ‘‘of which it is a part’’, the words “or in United Nations 
collective security arrangements and measures”, and by changing the figure at 
the end thereof to ‘‘$500,000,000”’. 

Sec. 511. Upon a determination by the President that it will further the pur- 
poses of this Act, not to exceed $10,000,000 of the funds made available pursuant 
to section 203 of this Act and not to exceed $25,000,000 of funds made available 
pursuant to section 302 of this Act may be advanced to countries covered by said 
sections in return for equivalent amounts of the currency of such countries being 
made available to meet local currency needs of the aid programs in such countries 

ursuant to agreements made in advance with the United States: Provided, 

hat except when otherwise prescribed by the President as necessary to the 
effective accomplishment of the aid programs in such countries, all funds so 
advanced shall be held under procedures set out in such agreements until used 
to pay for goods and services approved by the United States or until repaid to 
the United States for reimbursement to the appropriation from which drawn. 
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(b) In order to assist in carrying out the provisions of the Economie Coopera- 
tion Act of 1948, as amended, not to exceed $50,000,000 of funds made available 
under the authority of this Act for assistance pursuant to the provisions of the 
Economic Cooperation Act of 1948, as amended (22 U. 8, C. 1501-1522) may be 
used to acquire local currency for the purpose of increasing the production of 
materials in which the United States is deficient. 

Sec. 512. (a) In order to carry out the purposes of this Act, there may be 
pag yom one person at an annual rate of compensation not to exceed $17,500, 
and any person so employed shall be appointed by the President, by and with 
the advice and consent of the Senate. 

(b) Subsection (e) of section 406 of the Mutual Defense Assistance Act of 
1949, as amended (22 U.S. C. 1577 (e)), is amended to read as follows: ‘“‘For the 
purpose of carrying out the provisions of this Act, there may be employed not 
to exceed four persons at a rate of compensation not to exceed $15,000. Any 
person so employed shall be appointed by the President, by and with the advice 
and consent of the Senate.” 

Sec. 513. In order to carry out the purposes of this Act, not to exceed three 
positions may be placed in grades above grade 15 of the General Schedule estab- 
lished by the Classification Act of 1949 (5 U. 8S. C. 1112), and said positions shall 
ro to the number authorized by section 505 of said Act (5 U. 8. C. 
1105). 





SECTION-BY-SECTION ANALYSIS OF MUTUAL SECURITY BILL 


Section 2: This section defines the purposes for which assistance may be pro- 
vided out of the funds authorized under this legislation. Primary emphasis is 
placed on the need for strengthening the individual and collective defenses of 
the vaiious areas of the free world. It recognizes, in addition, the importance 
of developing the resources of the free countries as a foundation for military 
strength and for their continued ability to resist internal as well as external 
aggression. This section recognizes, therefore, that assistance in the form of 
military equipment, industrial machinery and war materials must be supplemented 
by technical assistance in underdeveloped areas of the world in order to attain 
the over-all purposes of the program. Section 2 states that the statement of 
purposes of this act is to be considered as part of the purposes of the other laws 
under which assistance would be made available, namely, the Mutual Defense 
Act, Economie Cooperation Act, the Act for International Development, the 
Greek-Turkish Aid Act, and the Inter-American Affairs Act. Whatever could 
previously have been done only for those purposes may now be done, in addition, 
for the purposes of the Mutual Security Act. The purposes of the underlying 
acts remain in effect so far as they are consistent with the present statement of 
purpose. For example, the preamble of the Mutual Defense Assistance Act 
states that economic recovery ‘“‘must be given clear priority.’”” This, of course, 
is no longer true, as present circumstances and the fact that economic recovery 
has been almost completely attained in Europe, make assistance in furtherance 
of the defense effort of primary concern. ‘ 

Section 101: This section contains the authority for the appropriation of funds 
for military, economic, and technical assistance to the countries of Europe and to 
their dependent overseas territories. 

Section 101 (a): This subsection authorizes the appropriation of funds for 
assistance to be provided under the Mutual Defense Assistance Act of 1949, under 
which military assistance has been provided for the past 2 years. It defines the 
countries eligible to receive such assistance as the ies to the North Atlantic 
Treaty ! and any other country of Europe which the President determines to be 
of direct importance to the defense of the North Atlantic area, and whose in- 
creased ability to defend itself the President determines will contribute to the 
preservation of the peace and security of the North Atlantic area and is important 
to the security of the United States. The subsection states, however, that aid 
is not to be given, under this provision, to countries covered by other titles of 
this act. This exception has the effect of reagmeene: Greece and Turkey from 
this subsection, as military assistance to those countries is to be provided under 
the Greek-Turkish Aid Act, as authorized in title II. 

Aid provided under authority of section 101 (a) will be in the form of grant aid. 
In the case of Canada (which is a party to the North Atlantic Treaty), no funds 


1 The present parties to the North Atlantic Treaty are Belgium, Canada, Denmark, France, Iceland, 
Italy, Luxemburg, Norway Netherlands, Portugal, the United Kingdom, and the United States. 
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have been programed for grant assistance. Canada has been paying for the mili- 
7 supplies it is obtaining from the United States. 

ubsections 101 (a) and 101 (b) contain provisions for carrying over unexpended 
balances of Cg tbe appropriations available under the Mutual Defense Assist- 
ance Act and the Economic Cooperation Act for assistance to any of the countries 
specified in this section. These provisions mean that any such funds which are 
released from obligation after June 30, 1951, will remain available for assistance 
under the Mutual Security Program, as well as funds which, as of that date, had 
not yet been obligated. 

Section 101 (b) authorizes appropriations for assistance to be rendered under 
the provisions of the Economic Cooperation Act. Assistance under this subsection 
will ee in the form of ee materials, and services of the type 
which have n furnished under the European recovery program. Greece and 
Turkey will continue to receive this type of assistance under the Economic Coop- 
eration Act and out of the funds authorized in this subsection, along with the other 
countries of Europe which have been receiving assistance under the Marshall plan. 

Assistance in furtherance of additional military production in Europe will be 
provided under this subsection. Section 104 of the MDAA imposes limitations 
on the use of MDAA funds by forbidding their use (a) to construct or aid in the 
construction of foreign factories or to provide equipment (other than production 
equipment) for them; (b) to defray the cost of maintaining such factories; (c) to 
compensate any country or person for diminution in export trade resulting from 
the carrying out of any program of increased military production or to make any 
payment to the owner of any factory as an inducement to undertake or increase 
the production of military goods; (d) to pay any person for personal services 
rendered in any such factory other than personal services of a technical nature 
provided by United States employees in order to establish or maintain production 
to effectuate the purposes of the act and in conformity with desired standards and 
specifications, 

No similar set of prohibitions appears in the Economic Cooperation Act. Since 
the purposes of the latter act have been changed by the inclusion of the 
defense purposes of the new act, it will be ible for funds made available under 
provisions of the ECA Act to be expended for the objects which section 104 pro- 
hibits with respect to MDAA funds. 

Section 101 es Subsection (ce) authorizes a limited transfer of funds between 
subsection 101 (a) and 101 (b) in case of unexpected development. 

The problems involved in the administration of the Mutual Security Program 
under today’s precarious conditions are such as to make it impossible to know in 
advance with complete certainty how each dollar expended in the European pro- 
gram would return the maximum benefit in terms of the security objectives of the 
- bill. Accordingly, a limited amount of transferability between funds available 
under the two acts is required. 

Section 201: This section authorizes additional funds for aid to Greece and 
Turkey under the original Greek-Turkish Aid Act. It also authorizes military 
assistance to Iran under the Mutual Defense Assistance Act. With respect to all 
three countries, this formula is the same as was followed under title II of the 
Mutual Defense Assistance Act. 

Section 202: This section authorizes military assistance to countries of the Near 
East, other than Greece, Turkey, and Iran, whenever the President determines 
that such action is essential to carry out the purposes of the bill. The expression 
‘‘Near East area’ is used in order to include certain countries in Africa which are 
commonly thought of as part of the Near East. The amount of aid authorized is 
limited to 10 percent of the amount made available for military assistance to 
Greece, Turkey, and Iran for the fiscal year ending June 30, 1952, including a 
amounts that may be transferred into section 202 from other titles of the act. All 
assistance under authority of section 202 will be made available under the pro- 
visions of the Mutual Defense Assistance Act, and agreements would be required, 
in eo whoa with the provisions of section 402 of that act, before any aid is made 
available. 

Section 203: This section authorizes economic and technical assistance to the 
independent countries of Africa and the Near East. Assistance of this kind to 
Turkey and Greece and the dependent territories of the European countries is 
covered by section 101 (b). Assistance furnished under authority of this section 
will be rendered under the applicable provisions of the economic Cooperation Act 
and of the Act for International Development. 

Section 204: This section authorizes an additional contribution to the United 
Nations for assistance to the Palestine refugees. The funds will be made avail- 
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able, through the United Nations, to the United Nations Relief and Works 
Agency for Palestine refugees in the Near East. This section, however, authorizes 
the President to turn over some of these funds directly to a United States Govern- 
ment agency for assistance to the Palestine refugee of the type which that agency 
might be in the best position to furnish. All funds used in this manner will be 
included as part of the United States contribution to the United Nations Palestine 
Refugee Agency. 

Section 301: This section authorizes an appropriation to the President for 
the fiscal year ending June 30, 1952, to carry out the provisions of section 303 (a) 
ofjthe Mutual Defense Assistance Act. 

The latter section authorized an appropriation to the President to be used to 
accomplish the policies and purposes of the Mutual Defense Assistance Act in 
the general area of China. These funds were an addition to funds otherwise 
provided as an emergency fund to the President. This authority, as was explained 
in the first report of the Senate Armed Services and Foreign Relations Com- 
mittees, permits the expenditure of funds generally, without limiting such 
expenditure in the furnishing of military assistance. 

Title III of the Mutual Defense Assistance Act not only contains authorization 
for assistance in the ‘“‘general area of China’”’ but also authorizes aid to the Republic 
of the Philippines and the Republic of Korea in a separate section. The authori- 
zation in this new act makes it clear that hereafter these two countries will 
receive aid as countries in the general area of China, 

Section 303 (a) of the Mutual Defense Assistance Act contains a provision 
under which a certification by the President of the amounts expended for use in 
the “general area of China,’’ and that it is inadvisable to specify the nature of 
such expenditures, shall be deemed a sufficient voucher for the funds expended. 
In section 301 of this bill this special authority in the President is continued with 
respect to a specified portion of the funds newly appropriated pursuant to this act. 

This section also authorizes the unexpended balance of the previous appropria- 
tions for carrying out the provisions of section 303 of the Mutual Defense Assist- 
ance Act to be continued available through June 30, 1952. The provisions re- 
garding certification of funds contained in section 303 of the Mutual Defense 
Assistance Act will continue to be applicable to this carried forward balance. 
Some of the funds, therefore, which are thus authorized to be continued available 
in the new fiscal year will be free from the usual accounting requirements. 

Section 302: This section authorizes economic and technical assistance in the 
general area of China, covering the same areas as section 301 except for Korea, 
which is covered by section 303. All assistance provided under this section will 
be rendered under the applicable provision of the Economie Cooperation Act and 
of the Act for International Development. The residual funds made available 
for carrying out the China Area Aid Act of 1950 are continued available for the 
purposes of this section 302. The effect of this carry-over is to continue funds 
originally appropriated for the China Aid Act of 1948 and funds transferred out 
of regular ECA appropriations for use in this area pursuant to chapter LX of the 
Second Supplemental Appropriations Act, 1951, Public Law 911 Eighty-first 
Congress. 

Section 303 (a): This subsection authorizes an appropriation for the United 
States contribution to the UN Korean Reconstruction Agency (UNKRA), which 
was established by the Resolution of the General Assembly of December 1, 1950, 
to assist in Korean recovery and reconstruction. The amount of the United 
States share is $162,500,000. The authorization of new funds in this subsection, 
when combined with the carried-over balance from previous appropriations for 
Korean aid, will provide funds for this contribution. 

(b) This subsection specifies that the times cf the contributions to UNKRA 
are to be determined by the President, taking into consideration the military 
situation in Korea. The arrangements for the assumption of responsibility by 
UNKRA will be made between that agency and the tN Unified Command in 
Korea. During the period of active hostilities, relief and civilian supply opera- 
tions in Korea have been the responsibility of the Unified Command, established 
by the United States pursuant to the UN Security Council resolution of July 7, 
1950. These operations are being financed by the United States Department of 
Defense appropriations and by contributions from other members of the UN 
and nongovernmental organizations. 

UNKRA will assume full responsibility for relief and rehabilitation operations 
only when the military situation permits relinquishment of this responsibility 
by the Unified Command. In the interim period, arrangements are being made 
whereby UNKRA will cooperate with the Unified Command and enage in such 
limited activities as the command may agree are feasible. 
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The President will exercise his authority to make contributions to UNKRA 
consistently with the agreements between the UN Agent General, the United 
Nations Commission for the Unification and Rehabilitation of Korea, and the 
Unified Command governing the commencement of operations by UNKRA. 
The contributions will be phased in time and amount to support the functions 
which the military situation permits UNKRA to undertake, as set forth in such 
agreements. Contributions of major amounts will be made only when agree- 
ment has been reached for UNKRA to assume full responsibility for relief and 
rehabilitation operations. 

(c) This subsection authorizes United States employees to be made available 
for work with UNKRA and also authorizes United States governmental agencies 
to accept funds, made available under this section, to help in the reconstruction 
operations. 

(d) This subsection is required because the Economic Cooperation Act, which 
has been made applicable to aid to Korea, provides that balances of local currency 
counterpart funds remaining when the ECA operations terminate shall be disposed 
of in accordance with congressional direction (sec. 115 (b) (6) of the Economic 
Cooperation Act). This subsection is intended to provide such congressional 
direction and authorizes release of these counterpart funds for purposes consistent 
with the UN assistance programs, in accordance with agreements between the 
United States and Korea. 

(e) This subsection is required because certain functions which were given to the 
Economie Cooperation Administrator under the Far Eastern Economic Assistance 
Act of 1950 will no longer be performed by him. This subsection authorizes the 
President to relieve him of such duties, and to give them to any other appropriate 
agency of the Government. 

Section 401: This section authorizes military assistance to the other American 
Republics under the provisions of the Mutual Defense Assistance Act. It 
specifies the type of undertaking to be entered into by the recipient countries and 
limits the aid to furtherance of missions which are important to the defense of the 
Western Hemisphere. 

Section 402: This section authorizes further funds for use in the other American 
Republics under the Act for International Development and the Institute for 
Inter-American Affairs Act. Certain European countries have dependent terri- 
tories in the Western Hemisphere. Any assistance to these territories will be 
provided under section 101 (b). 

Section 501: This section authorizes the President, when he determines it to be 
necessary, to take limited amounts of funds appropriated for use in one area and 
transfer them for use in any one of the other areas covered by another title of this 
act. Moreover, when such a transfer is made, the funds transferred may not be 
. used to furnish any kind of assistance except the kind authorized to be furnished 
in the section, or subsection, from which the funds were transferred. Thus, for 
example, funds which are withdrawn from a section which authorizes assistance 
to be furnished under the provisions of the Mutual Defense Assistance Act may not 
be transferred under this section for the purpose of providing assistance under the 
provisions of the Economic Cooperation Act. oe ee 

Section 502: This section authorizes contributions to the United Nations and 
the Organization of American States for technical assistance programs carried out 
through those agencies. It grants no new powers, but merely continues an 
authority contained in the Act for International Development but with a limitation 
as to amount. It does not require the contributions to be used in the specific 
areas covered by the sections of this act from which the funds are taken. 

Section 503 (a): This section does several things. First it provides that all the 
funds needed to cover administrative expenses of furnishing assistance under the 
Mutual Security Act shall be drawn out of the appropriations under title I. 

Second, the section permits the use of title I funds for paying the expenses of 
United States participation in the North Atlantic Treaty Organization, and 
includes the United States contribution toward expenses of Supreme Headquarters, 
Allied Powers in Europe (SHAPE), the United States portion of expenses of the 
several boards of the North Atlantic Treaty Organization, and other expenses 
necessary or incident to effective United States participation in the North Atlantic 
Treaty Organization and other international security organizations. It also 
authorizes the use of these funds for the expenses of domestic programs being 
carried out under the Act for International Development. ‘These are programs 
which relate to technical assistance being furnished to foreign governments, but 
which are carried out in the United States in Government agencies or in institu- 
tions such as colleges and universities. 
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_ Third, the section authorizes any local currency received by the United States 
in return for assistance to be used for administrative and operating expenses of all 
agencies eee in furnishing assistance under the act, without requiring 
reimbursement from appropriations available to those agencies. 

_ Section 504: The Mutual Defense Assistance Act contains a limitation in sec- 
tion 403 (d) on the amount of excess equipment and materials which may be ~ 
furnished under that act or under the Greek-Turkish Aid Act. Excess equipment 
or materials are to be valued on the basis of their actual gross cost to the United 
States. As originally enacted, the Mutual Defense Assistance Act authorized the 
ee of $450 million worth of such equipment. The act was amended in 

uly 1950 to provide that te the fiscal year ending June 30, 1951 an additional 
$250 million worth of such equipment might be furnished. 

In the administration of the Mutual Defense Assistance Act these limits on the 

furnishing of excess equipment and materials are about to be reached. In order 
to permit the provision of additional amounts of such equipment and materials, 
section 504 provides that after June 30, 1951, an additional $450 million worth 
of such equipment may be furnished. 
_ The language used in the 1950 amendment authorizing the provision of the 
increment of $250 million limited the provision of such equipment to the fiscal 
year 1951. The present amendment of the Mutual Defense Assistance Act made 
by section 504 removes the limitation under which the additional $250 million 
worth was available for transfer only during that year. With respect to that 
increment there has been substituted for the limitation ‘‘during the fiscal year 
ending June 30, 1951”’ the words “after June 30, 1950”. Effective administration 
requires that there be limitations on the period when excess equipment can be 
transferred. 

With the present amendment of the Mutual Defense Assistance Act, the total 
amount made available for the transfer of excess equipment will be $1,150,000,000 
for a 3-year period. 

, ae amended section 403 (d) of the Mutual Defense Assistance Act will read as 
ollows: 

““(d) Not to exceed $450,000,000 worth of excess equipment and materials may 
be furnished under this Act or may hereafter be furnished under the Act of May 
22, 1947, as amended: Provided, That after June 30, 1950, such limitation shall be 
increased by $250,000,000 and after June 30, 1951, by an additional $450,000,000. 
For the purposes of this subsection, the worth of any excess equipment or materials 
means either the actual gross cost to the United States of that particular equipment 
or materials or the estimated gross cost to the United States of that particular 
equipment or materials obtained by multiplying the number of units of such 
particular equipment or materials by the average gross cost of each unit of that 
equipment or materials owned by the furnishing agency.” 

Section 505: The purpose of this amendment is to permit persons to start work 
under the Act for International Development pending completion of their FBI 
investigation, for a maximum period of 3 months. This authority is granted for 
ECA employees under section 110 (c) of the Economic Cooperation Act. This 
authority is essential because many potential employees are lost because of their 
inability to wait, without any pay, until the FBI investigation is completed. As 
a result, operations under the act have been seriously impeded. 

Section 506: At the present time the Economic Cooperatior Act calls for 
quarterly reports to Congress, which are issued on a calendar-quarter basis. The 
Mutual Defense Assistance Act calls for semiannual reports. The Act for 
International Development calls for annual reports, which are issued on the 
anniversary of the act. All these reports, consequently, appear not only at 
different intervals but on different dates. Section 506 requires semiannual 
reports to the Congress or the Mutual Security Program asa whole. The reports 
could be in the form of a single consolidated report issued by the President, 
covering all operations, or separate reports, issued about the same time, covering 
the operations of individual agencies. While the quarterly reports of the Eco- 
nomic Cooperation Administration will not hereafter be required as a matter of 
law, the Economic Cooperation Administration has indicated that it will continue 
to prepare reports every quarter. 

Section 507: This section amends section 115 (b) (6) of the Economic Coopera- 
tion Act in four separate particulars: 

(1) The amendment provides that local currency in the special counterpart 
accounts may be used to “promote military defense.” It is intended by this 
amendment to make clear that counterpart generated by assistance furnished 
under the provisions of the Economic Cooperation Act may be used for the 
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purpose of strengthening the individual and collective defenses of recipient coun- 
tries. The Administrator may agree, where it appears to be in the interest of the 
Mutual Security Program, to the release of funds from the special account for 
promoting military production, developing military facilities, purchasing military 
matériel, or otherwise helping to strengthen the individual and collective defenses 
of the recipient countries. 

The amendment also provides that local currency counterpart may be used 
to pay local currency ‘‘operating’”’ as well as ‘‘administrative’’ expenses of the 
United States incident to operations under the Economic Cooperation Act. 
This has application to the 5 percent portion of the counterpart deposit which 
is owned by the United States. There are a number of local currency expenses 
incident to operating the technical assistance and other programs which are not, 
strictly speaking, administrative in kind, but which must be made out of the 5 
percent account in order to operate the programs effectively. For example, the 
value of certain forms of technical assistance must be demonstrated to some 
countries before they appreciate the advantage of using their own funds for such 
assistance. The best way to show them is to carry out demonstration projects 
which through their own effectiveness prove the fruitfulness of technical help 
of the kind demonstrated. It is not intended, however, to permit the use of the 
5 percent fund for payments for such purposes as supplying regularly scheduled 
programed goods and services or providing additiona! productive plant or other 
facilities. Such expenses are not considered operating expenses. 

(3) The amendment further would permit the use of 5 percent local currency 
counterpart for expenditures outside the country of origin, e. g., by conversion 
into the currencies of other countries where local currency is needed for United 
States programs. On a number of occasions in the past it would have been 
advantageous to convert the 5 percent counterpart into the currencies of other 
countries in order to pay administrative expenses required to initiate or carry 
forward programs in countries where the 5 percent account was depleted or non- 
existent. It also would have been advantageous to permit the conversion of 
counterpart into the currencies of other countries to procure strategic materials. 
The amendment will permit these uses. It should be noted that, in accordance 
with the law as it now stands, existing bilateral agreements generally restrict the 
use of the 5 percent to expenditures within the country of origin. The agrec- 
ment of such countries will have to be obtained before 5 percent may be con- 
verted and used to cover expenditures elsewhere. 

(4) Finally, the amendment provides that the date “June 30, 1952,” in the 
provision requiring congressional action on counterpart disposition after such 
date is to be replaced by the phrase ‘upon termination of assistance to such 
country under this act.”” This change is necessary because the Mutual Security 
- Act contemplates the continuation of aid and the generation and use of counter- 

part beyond June 30, 1952. 

As amended this section will ~ead as follows: 

““(6) placing in a special account a deposit in the currency of such country, in 
commensurate amounts and under such terms and conditions as may be agreed to 
between such country and the Government of the United States, when any 
commodity or service is made available through any means authorized under this 
title, and is furnished to the participating country on a grant basis: Provided, 
That the obligation to make such deposits may be waived, in the discretion of the 
Administrator, with respect to technical information or assistance furnished under 
section 111 (a) (3) of this title and with respect to ocean transportation furnished 
on United States flag vessels under section 111 of this title in an amount not 
exceeding the amount, as determined by the Administrator, by which the charges 
for such transportation exceed the cost of such transportation at world market 
rates: Provided further, That such special account, together with the unencum- 
bered portions of any deposits which may have been made by such country pur- 
suant to section 6 of the joint resolution providing for relief assistance to the 
people of countries devastated by war (Public Law 84, 80th Cong.) and section 
5 (b) of the Foreign Aid Act of 1947 (Public Law 389, 80th Cong.) shall be used 
to promote military defense, or shall be used in furtherance of any central institution 
or other organization formed by two or more participating countries to further the 
—— set forth in subsection (d) of section 111 or otherwise shall be held or 
used for purposes of internal monetary and financial stabilization, for the stimu- 
lation of productive activity and the exploration for and development of new 
sources of wealth, or for such other expenditures as may be consistent with the 
declaration of policy contained in section 102 and the purposes of this title, 
including local currency administrative and operating expenditures of the United 
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States [within such country] incident to operations under this title: Provided 
further, That the use of such special account shall be subject to agreement between 
such country and the Administrator, who shall act in this connection after con- 
sultation with the National Advisory Council on International Monetary and 
Financial Problems and the Publie Advisory Board provided for in section 107 (a): 
And provided further, That any unencumbered balance remaining in such account 
upon termination of assistance to such country under this Act [on June 30, 1952], 
shall be disposed of within such country for such purposes as may, subject to 
approval by Act or joint resolution by the Congress, be agreed to between such 
country and the Government of the United States.” 

Section 508: This is a termination provision. It provides that assistance to 
any country may be continued until funds authorized by this act are no longer 
available for obligation or expenditure. Such assistance may, of course, be 
terminated earlier under specified termination provisions of the underlying acts, 
namely, section 405 of the Mutual Defense Assistance Act, section 118 of the 
Economic Cooperation Act, and section 411 of the Act for International Develop- 
ment. The Mutual Security Program contemplates that assistance will continue 
to be furnished under the Economic Cooperation Act after June 30, 1952, and 
therefore the section expressly annuls the operation of the automatic termination 
date of June 30, 1952, that is set out in section 122 of the Economic Cooperation 
Act. 

Section 509: Both patentable inventions and technical information are in- 
cluded within the scope of this section. 

There is a vast amount of technical information in Government files, including 
certain types of know-how, trade secrets, and engineering information. The 
right and authority of the Government to disclose this information is not clear. 
This is not a question of secrecy imposed for reasons of security, but only a matter 
of. the property rights of the originators or owners. The a of ownership 
rights is frequently an involved and time-consuming process. o remove the 
delays caused by these factual and legal uncertainties and to assure just com- 
pensation to the owners of inventions and information, this section provides a 
forum in which title may be adjudicated and in which value may be established 
in the event that it cannot be set by negotiation. Thus, the section makes applica- 
ble to patents and know-how used in military assistance programs the long- 
established principles applicable to privately owned patents used by the United 
States Government. 

This section also affects the use of patents without prior authorization by the 
owner. At present, by the act of June 25, 1910 (28 v. S. C. 1948), a remedy is 
provided for a patentee against the United States in the Court of Claims when a 

atented invention is used or manufactured ‘‘by or for the United States.” It is, 
Lowever: important to remove any question as to the availability of this remedy 


in cases of infringements of United States patents in eer for foreign govern- 


ments. Otherwise it might be possible for essential production to be stopped by 
injunction at the instance of an unsatisfied inventor. This section makes it clear 
that this remedy would be available so long as the activities concerned form a 
part of the total Mutual Security Program. At the same time, in addition to 
the usual defenses available in cases involving claims of this type, this section 
provides a defense in cases involving information, but not patents, where the 
Government had anticipated the claimant by its own activities, but had not 
published the information itself. 

Section 1905 of title 18, United States Code, provides a criminal penalty and 
removal from office for disclosure by any Government employee without authority 
of law of information relating to the trade secrets, processes, operations, etc., 
owned by any person, firm, or corporation. Section 1905 is so restrictive that it 
has inhibited the disclosure by officers and employees of the Government even 
for important mutual defense purposes. Subsection (e) is added in order to per- 
mit the disclosure of information under certain limited conditions, in connection 
with furnishing military assistance, without incurring penalties under section 
ae There is no change in secrecy requirements applicable in the security 
field. 

Section 510: Section 408 (e) of the Mutual Defense Assistance Act provides 
authority to the President to transfer equipment, materials and services to cer- 
tain nations ‘‘without cost to the United States.’”’ This subsection has been 
amended by section 510 of the present act in two particulars. 

First. Certain nations were made eligible under section 408 (e) on condition 
that they provide the United States with assurances that the equipment, materials, 
or services are required for and will be used to promote their internal security, 
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their legitimate self-defense, or to permit them to participate in the defense of 
the area of which they are a part. The nations from whom that assurance is 
required are nations eligible for assistance by virtue of the fact that their ability 
to defend themselves or to participate in the defense of the area of which they are 
a part is important to the security of the United States. The assu ances required 
from nations which have been outlined above, are so restrictive as to prevent the 
use of such equipment as is transferred to them under the provisions of section 
408 (e) in United Nations collective security arrangements and measures. Accord- 
ingly, this subsection of the Mutual Defense Assistance Act has been amended so 
as to provide that equipment, maverials, or services transferred by virtue of sec- 
tion 408 (e) may be used by such countries in United Nations collective security 
arrangements and measures. 

Second. Section 408 (e) authorized the President to enter into procurement 
contracts for equipment to be transferred to other countries. Section 408 (e) 
provided that the total amount of outstanding procurement contracts which the 
President might enter into should at no time exceed $100 million. This limitation 
constitutes an undesirable barrier to the procurement of equipment by other 
countries which have embarked on very substantial procurement programs in the 
United States on a cash-payment basis. The limitation has according!y been 
raised to $500,000,000. 

Section 511: Subsection (a) sets out conditions under which appropriated 
funds may be used to acquire local currency needed to meet local currency needs 
of aid programs in the areas covered by titles II and II1. 

The section would permit acquisition of local currency through (1) advances, 
(2) loans, and (3) purchase. 

In most cases it should be possible simply to make advances of dollars out of 
aid allotments in return for local currency, with the understanding that the country 
will use an equivalent amount of dollars to pay for goods or services scheduled 
under the United States aid allotment to the country. Any loans will be made 
on a short-term basis, and amounts received in repayment may be credited to 
the appropriation used. Where it is determined to be necessary to the success 
of a country program, simple purchase of local currency may be resorted to. 

Agreements under which the currency is acquired under authority of this 
section would be reduced to writing, and even in case of outright purchase every 
effort would be made to provide for United States control over use and disposition 
of the dollars exchanged for local currency. In all cases local currency would 
be made available immediately to the United States for use in carrying out aid 
projects in the country in question. A year-end limitation on the net amount to 
be used for this purpose out of titles II and III funds is provided for. 

Subsection (b) authorizes the use of appropriated funds to acquire local cur- 
rency for meeting local currency expenses of deficiency materials development 
overseas under the authority of section 117 (a) of the Economic Cooperation Act. 
That section authorized overseas deficiency materials development for the purpose 
of facilitating transfer of materials to the United States. Until recently the 
Economic Cooperation Administration has been able to utilize local currency 
from the various 5-percent counterpart accounts to meet the necessary local 
currency expenses of its program for developing materials in which the United 
States is deficient. The 5-percent accounts in a number of countries, however, 
are now considerably depleted and this authority is needed to enable the Economic 
Cooperation Administration to meet necessary local currency expenses for increas- 
ing the production and availability of materials in which the United States is 
deficient. The section sets a limitation on the amount of money that may be 
used for this purpose. 

Section 512: In recognition of the importance of the Mutual Security Program, 
this section authorizes the President to appoint one person at an annual rate of 
compensation of $17,500, for the purposes of the new act. 

This section also amends the Mutual Defense Assistance Act by changing the 
existing authority to appoint three persons at an annual salary of $15,000 and 
one at $16,000. The present amendment removes the authority for the position 
at $16,000, and authorizes four persons (instead of three) to be appointed at the 
$15,000 rate. 


The appointment of ail such persons will be made by and with the advice and 
consent of the Senate. 

Section 513: This section authorizes three persons to be placed in grades higher 
than grade 15 of the general schedule of salaries fixed in the Classification Act of 
1949, additional to those which are or may hereafter be authorized by other 
provisions of law. 
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